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German unions 
may be. ready 
to ease their 
pay demands 

German unions hinted at a 
compromise an wages at the 
weekend after last week’srecord 
unemployment figures. Trade 
union federation chairman Dieter 
Scbulte said "the unions would 
move” if the employers made a 
contribution to securing jobs. 
Page 2; lex, Page 14 . 

Protest turns violent 

Police in the east German city of 
Magdeburg arrested 154 people 
after violence at a leftwing dem- 
onstration to commemorate the 
death of a youth killed by a right 
wing extremist a year aga ThMy 
police were injured. - 

Cypriots go to po&s ■ 

Early results in Cyprus’s presi- 
dential election pointed towards 
a run-off. With 17 per cent of the 
votes counted, incumbent Glafcos 
derides was less than one per- 
centage point ahead of George 
lakovou, his main rival. Page ? 

French unity ovsr Corsica : 

French political leaders are pres- 
enting a united front against vio- 
lence on Cornea, where Claude 
Erignac, the state's highest repre- 
sentative on the ^}»nd was 
assassinated last Friday. Page'2 

EU group vhdta JUgsifa. 

A European parliament group . . 
arrived, in Algiers for afotuMiay 
visit aimed at guiding Brasses; : 
on how to help end the country's 
bloody six-year conflict Page 4 . 

Ssc n si ssn rfc s uader scniHny . 

Israel’s Shin Bet secret service 
faces denser scrutiny after the - . 
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edting on it Page 4 ' ■- 

Sonia boosts Congress 

Election campaigning for India’s 
Congress party h? Sonia Gandhi, 
widow Of late prime minis ter 
Rajiv Gandhi, appears to have _ . 
produced aremarirabte turn-:, 
round in Congress's fortunes. .- > 
Page 3 . 

Enoch PowttM, the UK politician 
condemned for his “rivers df ./, 
blopd" speech against non- white 
immigration hufriffiftecied'firf fils 
oratory, scholarship andcour- 
tesy, died aged 85i Page 6 

Eight dt* |n PMugunbatt)* ; 

Leftwing guerriDas. dashed with 
armed Peruvian dvihaiis in a 
two-hour jungle shootout that 

left eight people dead. - } 

St potorsbum plan 

A row over water bills may scujk 
per a DM300ro ($X68m) plan to 
dean up St Petersburg's sewage, 
which pollutes the Baltic sea. 
Page 3 ■ 

Okinawa books hoOport ; 

Okinawa voters confounded pre- 
dictions by backing the. construc- 
tion of a US heliport justcS 1 the 
coast of the Japanese island., . 

Iran execution ‘b a mb tont* 

Iranian journalist Morteza .. • •• 
Firoozl. ex-editor of the English- 
language Iran News, is to he exe- 
cuted soon far spying, newspa- • • 
pers repeated. . 

Chlnaaa aaamen fnfatafng 

More than 30 Chinese seamen 
were missing after their ship 
sank in the South China Sea. The 
32,000 ton FsiCuiHai went down 
cm Saturday. 

Wgariah bomber /abet doom* 

A Nigerian warplane of the West 
African Ecomogpeacekeeping * 
force was shot down .by Sierra 
Leone army gunners near the . 
capital Freetown, Sierra Leone 




Bad waathf hamper* r w w w 

Poor weather and ctv fl war 
slowed relief workers trying to 
help victims of the Afghan earth 
quakes which are reported to - 
have kfQed more than 4,600 


Investors urge 
SP tointervene 
in Russian oil 
group’s dispute 

British Petroleum of the UK said 
it was coming under "moral pres- 
sure" from minority investors in . 
Russian oil group Sidancp to 
intervene in a dispute over share- 
holder rights. Page 14 

AT AT, US telecoms group, has 
threatened to stop paying Tel- 
mex, the Mexican carrier, for 
completing international calls to 
Mexico in an escalating cross- 
border telecoms argument 
Page 14 

PadHICbip, the US electricity 
group, plans to buy up to 29 £ per 
cent of Energy (hoop's shares in 
ah effort to see off any attempt 1 to 
out-bid its£A05bn ($6.7Sbn) offer 
for the UK company. Page 15 

.Romania has promised a 
priv a ti sa tion drive and action to 
end the'steep fall in production. 
Page 2 

Ootty Comnunleationfc, 

supplier of rnerfia images, has 
bought sports photogra phic 
agency ADsport for about 530m. 
Page 15.. 

Nomura SocuriUoa, Japan's 
bigg^t securities house, is 
losing at ways to cut its large 
portfolio of shares in Japanese 
banks. Page 15; Lex, Page 14 

Ottubdw Bank’s ambitions to 
expand in France are likely to be 
thwarted by Frepcbinsislence 
that ft te the turn of a French - 
Institution to take over a'Gennan 
one, believes - Deutsche Bank 
chairman Rdf Brener. Page 17 

ABM- Amro, the ©utch bank, is 
adopting a stajde“hrimfl" for 
most nfitsbusineKes. Page 16 

Hmfmnco British arm of the 

Ihfteh-based property investment 
company, is considgmg a sepa- 
rate listtegas a Dutch property 
ftmd.m ati -attempt to become 
moretai efficient Page 17 

M o tflgb Ori om /the Italian 

mvestmehtbank,xQay increase 
ite(^jftal to raiseftods for its 
hareafa neyreejuftyissue and . M 
K^rdHfiH5ce ; ns poSmrat before 
capwBd^tion in the banking 

V- ; 

aimamente^Dup. fi-srt to 
[-receive ajprther FJi43bn 
(?721m)TrQmtbe: government, 
vttiii^widjas.to ensure.France / 
zemahisimportant in tank, . 
armoured peteOnnel carrier and. ' 
munitions production. Page 2 

M teHonl E lo t lr odmpodtol of 

Italy is to invest up to |67m in a 
cooker, and washing machine 
pladt near Moscow. Page 16 - 

UnfonBook of Swftzortend and 

Swiss Bank Corporation's merger 
should be blocked until they 
have both accounted fully for the 
assets of holocaust victims, the 
chairman of the US Senate bank- 
ing committee said. Page 4 

Argentina is struggling to calm 
the computer software industry 
after the Supreme Court ruled, 
last week that copying pro- 
grammes is not illegal. Page 4 

Securitas, the Swedish security 
group, plans to spend between 
SKrlbn ($123m) and SKr2bn on 
European acquisitions over three 
years to achieve its target of 20 
per cent-annnal profits growth. 
Page 17 

Wm and Lansforsakringar, two 
of Sweden's largest insurers, 
agreed a' SKriflm ($420m) 
merger. Page 16 ' 

Dabntor-Benz of Germany will 
unveil its Smart urban car at 
next month’s Geneva motor 
show. The original launch had to 
be postponed after the car rolled 
over in the infamous “elk tests”. 
Page 17 


Conditions are ‘unsuitable’ for project to start, academics claim 


German economics 


professors in call 
to postpone Emu 


By Peter Norman and 
Wolfgang MGnchau in Bonn 

More than 150 German 
economics professors have called 
for an "orderly postponement” of 
European economic and mone- 
tary union because economic 
conditions are "most unsuitable" 
for the project to start 
■ The call to delay Emu "for a 
couple of years" is made In a 
declaration signed by 155 univer- 
sity professors and gent to the 
Fin an dal Times and the Frank- 
furter ' Allgemeine 

Zeftnng newspaper in Germany: 
It signals intensified opposition 
to the government's euro policy. 

The declaration was organised 
by Manfred Neumann, professor 
of economic policy at Bonn uni- 
versity and chairman of the 
Bonn economics ministry's coun- 
cil of expert advisers. It signals 
concern among professional 
economists about Bonn’s deter- 
mination to begin the . single cur- 
rency on January 1 1999. 

The declaration that "the euro 
is cooling too early” will press 
the government to explain its 
policy in economic rather than 


political terms and breathe life 
into public debate. 

The statement points to the 
failure of large EU states to meet 
the economic criteria for mem- 
bership in the Maastricht treaty 
of 1992 and highlights worsening 
structural problems in Europe 
since 1991. 

Postponement, it says, "has to 
be seriously considered as a 
political option”. The professors 
do not oppose the euro, but 
argue that Emu’s sustained suc- 
cess Is more important than a 
p ro m pt start 

The 155 names, published on 
the internet, include prominent 
members of the German eco- 
nomic establishment. 

There are six members of the 
economics ministry's advisory 
council besides Mr Neumann, 
two members of a similar advi- 
sory group at the finance minis- 
try, and Ernst HelmstSdter, a 
former member of the govern- 
ment's council of economic 
advisers, known as the "five 
wise men”. 

There are notable absences. 
None of the present "wise men” 
has signed, although Herbert 


Hax, the group’s chairman, is a 
known Emu-sceptic. Nor are any 
leading figures from Germany's 
main economic research insti- 
tutes listed. 

Never in recent German his- 
tory have so many economics 
professors signed a "round 
robin" declaration. Mr Neu- 
mann, who with dose colleagues 
began circulating the statement 
on January 23. said he was 
astonished by the response. The 
previous record was in 1969 
when 100 economists called for 
the D-Mark to be floated - a 
wish granted two years later. 

Separately, a senior member of 
the Bundesbank's central council 
has called for a delay. Helmut 
Jochimsen. president of the cen- 
tral bank (rf North Rhine West- 
phalia, said high unemployment 
and the large public sector debts 
of some EU countries endangered 
the viability of the single cur- 
rency. 

Bundesbank report. Page 2 
US fears, Page 6; Letters, 
Page 12; Editorial Comment, 
Page 13; Businesses survey. 

Page 16 



The weekend's Aachen carnival provides a break from the ongoing 
Emu debate for German finance minister Theo Waigel Route™ 


Saudis oppose strikes by US against Iraq 

ay ourj.^m ationa. Cohen in Gulf to muster Arab support 

and Political Staff * -t sites. Now this is no longer s 


By our International 
and Political Staff 

William Cohen,. the. US defence 
secretary, who Is in Saudi Arabia 
today to seek support for the pos- 
sible use of force against Iraq, 
faces a tough challenge after 
Prince Sultan, the Saudi defence 
minister, yesterday strongly 
opposed a military strike. 

Armed with declarations of 
support from several European 
leaders, including Helmut Kohl, 
the German chancellor, and from 
Art Eggteton, Canada's defence 
minister, Mr Cohen will be seek- 
ing to overcome Saudi resistance. 

While the US would not need to 
use Saudi territory for strikes, it 
wants Saudi diplomatic support 


Prince Sultan said, in the 
English-language daily Arab 
News yesterday: “We will not 
agree and we are against striking 
Iraq as a people and as a 
nation,. .At the same time we say 
to Saddam Hussein [the Iraqi 
president] to abide by the United 
Nations resolutions to protect his 
people and put an end to their 
seven-year-long sufferings." 

US and UK officials played 
down Prince Sultan’s statements. 
Madeleine Albright, US secretary 
of state, said: “l have confidence 
that in the end the Saudis, who 
have been good allies and friends, 
will do what is necessary." 


She warned that the diplomatic 
option was "running out" and 
confirmed that a military strike 
would be heavy and sustained. 

In London, Robin Cook, the 
British foreign secretary, pointed 
to the Saudi foreign ministry’s 
supportive comments last week 
and suggested that Prince Sultan 
might merely have been empha- 
sising that Saudi facilities could 
not be used for air strikes. 

Mr Cohen is due to meet King 
Fahd and Prince Sultan, the 
King's brother, during his three- 
day visit to the Gulf. Like most 
Arab governments, the Saudis 
have been reluctant to endorse 


military action against Iraq. But 
'a" statement' last week, after a 
visit by Mr Cook, backed US and 
British efforts to force Mr Sad- 
dam to comply with UN commit- 
ments to destroy Iraq's weapons 
of mass destruction and said the 
Iraqi regime would bear the con- 
sequences of failure to comply. 

Arab officials were yesterday 
hopeful that diplomatic efforts, 
led by Russia, were beginning to 
bear fruit. "There is still some 
time for the talks to conclude in 
an agreement, and I would say 
that there is progress," said Amr 
Moussa, Egypt's foreign minister. 
“Previously, the Iraqis refused 


the inspection of the restricted 
sites. Now this is no longer so. 
The question now is: yes, these 
sites can be inspected, but how? 
The issue now is to agree upon 
the modalities." 

Esmat Abdel Meguid. the Arab 
League secretary-general who 
travelled to Baghdad last week, 
said efforts were under way for a 
UN Security Council draft resolu- 
tion that would resolve the crisis 
and allow inspections of sensitive 
sites which Iraq has barred from 
UN inspections. 

Reporting by Roula Khalaf and 
David Wighum in London. Bruce 
Clark in Washington and Mark 
Huband in Cairo 

Kohl support. Page 4 


IMF considers more 
say for poor nations 
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By Raymond Colltt m Caracas 

Michel Camdessus, managing 
director of the International 
Monetary Fund, yesterday held 
out the possibility of poorer coun- 
tries having a greater say in the 
organisation. 

Mr Camdessus told a confer- 
ence of the Group of 24 develop- 
ing countries that the IMF “has 
permanently to adapt to reflect 
better its membership, and if that 
leads to an increased representa- 
tion of the developing world, so 
be it”. 

Mr Camdessus was responding 
to criticism not only from repre- 
sentatives of poorer countries but 
from leading commentators and 
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academics that the IMF had han- 
dled the Asian financial crisis 
badly. Although defending the 
IMF, he acknowledged the need 
for a “further evolution" of the 
international financial system. 

“We need to strengthen signifi- 
cantly multilateral Institutions 
with a more equitable participa- 
tion in their beard of directors of 
all countries," he told the confer- 
ence in Caracas, Venezuela. 

Mr Camdessus said he bad 
suggested a "profound analysis" 
of how to improve representation 
within the IMF, recalling the 
inclusion of the “new demo- 

Coo tinned on Page 14 
Defending the Fund. Page 13 
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NEWS: INTERNATIONAL 


Bundesbank report may be blunt about performance of individual member states 

Countries’ readiness for Emu studie 


NEWS DIGEST 


for 


By Wolfgang MQnchau in Bonn 

A Bundesbank report on European 
economic and monetary union will 
include detailed country- by-co un- 
try examinations, according to a 
senior German central banker. 

Reimut Jochimsen, head of the 
state central bank in North Rhine 
Westphalia and a member of the 
Bundesbank’s central council, said 

at a meeting in Bonn that he 
“could not imagine" that the Bund- 
esbank's report would not be based 
on an examination of EU members' 


economic convergence efforts. 

This raises the prospect that the 
Bundesbank could express reserva- 
tions about individual countries' 
fitness to participate in Emu. Pre- 
viously. it had been unclear to 
what extent the Bundesbank would 
judge other EU members. 

The Bundesbank has yet to fix 
the format of its report, and the 
manner and timing of its distribu- 
tion. Mr Jochimsen said it would 
be drawn up after March 25. the 
day when Hie European Commis- 
sion and the European Monetary 


Institute, the forerunner of the 
future central bank, publish their 
own convergence reports. 

Markets will watch out for 
nuances or disagreements between 
the reports. Some attention will 
focus on what the Bundesbank 
might have to say about Italy. 

Italy is expected to have met the 
Emu qualifying criteria in 1997, 
after recent improvements in the 
budget deficit and inflation rate. 
But privately some German central 
bankers and many economists 
doubt the sustainability of Italy’s 


convergence performance. 

It is thought likely that the Com- 
mission and reports will use a 
form of words that will let heads of 
state and government accept Italy 
as a founder member when they 
meet to decide the first-wave Emu 
group on May 2. Many expect the 
Bundesbank report to be blunter. 

Mr Jochimsen's comments came 
in response to questions at the 
launch of his latest book an Emu. 
in which he gave a sceptical assess- 
ment of future economic prospects 
un de r the single currency. He 


stressed that he was no opponent 
of Emu but would prefer the proj- 
ect to be delayed: “Starting the 
final phase [of Emu] on time will 
be child’s play compared ta the 
massive and sustained efforts that 
win be necessary to sustain the', 
euro’s permanent stability.'’ 

T-Hta many German officials^ Mr- 
Jochixnsen believes monetary 
union Is viable only if supported by 
political union. He expressed dis- 
may that Emu itself had turned . 
Into the main vehicle of-Eurdpean 
Integration.. -■ 


arms group 


Workers French 
urged to parties 
back EU united on 


model 

By Robert Taylor, 
Employment Editor 

European economic and 
monetary union could turn 
into a catastrophe if a stron- 
ger social dimension based 
on employment growth is 
not created with trade union 
support, a former European 
Commission president has 
said. 

The warning from Jacques 
Delors, who now heads a 
think tank called Notre 
Europe, was weD received by 
labour leaders at a Brussels 
conference over the weekend 
celebrating the 25th anniver- 
sary of the European Trade 
Union Confederation. The 
body Haims to represent 57m 
workers in 28 countries, with 
the core in the European 
Union. 

Mr Delors' stirring call to 
defend and extend the Euro- 
pean social model against 
the threat of neo-liberalism 
was backed by Emilio Gar- 
baglio, the ETUC's general 
secretary, who said the trade 
unions must become a “well 
established and strong 
counterweight” to the power 
of the European Central 
Bank in making macroeco- 
nomic policy. 

He believes the ETUC has 
already secured the “capac- 
ity to influence decision- 
making" in the EU, espe- 
cially in voluntary bargain- 
ing with Unice and Ceep, the 
employer bodies. 

The conference revealed 
an enormous gap between 
the speed of the EITs eco- 
nomic change and the slug- 
gish response of trade 
unions in the context of 
Emu's likely impact on 
wages, employment and job 
security. 

“Trade union collective 
bargaining policies are com- 
ing under severe pressure in 
the process leading to mone- 
tary union." said Reiner 
Hoffman, head of the Euro- 
pean Trade Union Institute. 
“But the question is whether 
the unions can overcome 
their essentially national 
focus and its inherent limita- 
tions in the face of European 
integration.” 

John Edmonds, general 
secretary of the GMB gen- 
eral union in the UK, called 
on the ETUC to press for 
core labour rights to be 
enshrined in the EU treaty, 
to “establish alliances” with 
the European Parliament 
and other bodies and 
not to neglect its lobbying 
role. 

But Jacques Vilrokx from 
Brussels Free University I 
expressed a bleak view of ! 
bow the Central Bank, and 
hot employers and unions, 
could influence collective 
bargaining with a tough 
monetary and anti-inflation 
strategy insensitive to 
employment creation. 

: Such views sobered many 
delegates, who feared the 
trade unions faced an uphill 
struggle in having any 
noticeable influence on the 
EXTs evolution. 


Corsica 

By Robert Graham in Paris 

French political leaders will 
today underline their deter- 
mination to present a united 
front in dealing with vio-- 
Ience on Corsica, where the 
state’s highest representa- 
tive an the island was assas- 
sinated last Friday. 

The Gaullist president, 
Jacques Chirac, and the 
Socialist prime minister, 
Lionel Jospin, will pay hom- 
age at a special ceremony in 
Ajaccio, the Corsican capi- 
tal. to Claude Erignac, who 
was killed by two unidentif- 
ied gunmen. 

Since Corsican national- 
ists first resorted to serious 
violence in 1975, successive 
governments of the right 
and left have mixed policies 
of repression with negotia- 
tion and financial largesse. 

Bat they have singularly 
failed to achieve any sub- 
stantial progress in appeas- 
ing nationalist sentiment on 
the island of Napoleon's 
birth. 

The killing of the 60-year- 
old prefect, or central gov- 
ernment representative, was 
only the second time a civil 
servant had been assassi- 
nated on the island. Eight 
members of the security 
forces have been murdered 
since 1975. 

Erignac was shot in the 
back and neck as be parked 
his car to attend a concert 
with his wife in Ajaccio. He 
had refased a police escort 

No group claimed respon- 
sibility for the incident bat i 
police believed it had been I 
carried out by dissidents 
among one of the two armed 
nationalist groups. 

The interior minister. 
Jean-Pierre Chevfenement, 
said yesterday there could 
be mafia-style economic 
interests behind the attack. 

A key nationalist leader, 
Francois Sa n toni, who was 
arrested in December 1996 
on racketeering charges, is 
shortly to stand trial. 

The Socialist-led govern- 
I ment’s arrival last June 
aroused hopes that years of 
stalemate fn negotiations 
with the nationalists might 
be broken. A truce was even 
announced through A Cun- 
colta nazinnalista, the legal 
front for one of the two 
main armed groups, FUSC- 
canal historique. 

However. Mr Chev&ne- 
ment adopted a similar 
tough line to the previous 
government, which had 
begun a clampdown after an 
attempt in 1996 to blow np 
the town haB in Bordeaux, 
whose mayor was Alain 
Joppg, prime minister at the 
time. In a little noticed com- 
munique last month, FLNC- 
canai historique announced, 
the truce was over. 

One big difficulty in pro- 
moting negotiations is the 
fragmentation of the nation- 
alist movement into tiny 
factions. These rivalries 
often have less to do; with 
politics than with control of 
criminal activities. 
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German union# 
soften on pay 


Cypriot President Glafcos Clerides votes in a presidential 
election yesterday to choose a leader to undertake crucial 
negotiations for the reunification of the war-divided island, 
AP reports from Nicosia. About 92 pm* emit of the 450.000 
registered voters took part in the election, which proceeded 
without, incident Early results indicated that a run-off on 
February 15 would be needed. pkv« rum 


By Peter Norman In Bonn 

The German trade union 
movement reacting to last 
week's record unemploy- 
ment figures for January, 
yesterday signalled a will- 
ingness to compromise over 
wage claims in return for job 
security. 

Dieter Schulte, chairman 
of the German trade iminn 
federation (DGB), told 
TV utaHdanrifnrjk radio that 
“the unions would move” if 
the employers made a contri- 
bution to securing jobs. 

Mr Schulte thus distanced 
himself from some of Ger- 
many’s powerful unions, 
such as the IG Mg taTi metal 
workers' union, which have 
called tor “an end to modera- 
tion" in wage claims. 

By specifically including 
the public sector employers 
in his remarks, the DGB 
leader also sent a signal tor 
compromise in an increas-., 
ingly bitter dispute over a . 


pay claim for. 3.2m public 
sector workers. 

Negotiations between the 
STV, the public sector weav- 
ers’ union, and public sector 
employers, led by Manfred 
Kanthery the i nterior minis- 
ter, are due to resume in 
Stuttgart tomorrow. . Two 
previous rounds have proved 
fruitless because the employ- 
ers have rafbsed to make an 
offer in response to union 
demands for pay and bene- 
fits equfvalentto an increase 
of 45 per cent. 

Mr Schulte suggested that 
to certain areas, such as sick 
pay. public sector employers 
snri unions could compro- 
mise in return for job secu- 
rity. He singled out as exem- 
plary last week’s agreement 
between IG MetaH and toe 
steel and engineering compa- 
nies Thyssen and Krupp far 
no compulsory redundancies 

in the period to 2001 while 
. the two groups are merging. 
Lex, Page 14 


St Petersburg sewer clean-up row 


By Leyfa Boulton, 
Environment Correspondent 

A row over water bills is 
threatening a DM300m 
(Sl68m) plan to clean up sew- 
age from St Petersburg, 
which seriously pollutes the 
Baltic sea. 

A loan from the European 
Bank for Reconstruction and 
Development is conditional 
on water charges for the 
city’s 5m inhabitants going 
up 11 per cent from Febru-' 
ary l. . . 

Much hinges on the sur- 
vival of a project whose big- • 
gest external source of fin- 
ancing is the EBRD's 


DMl27m loan. It would bring 
badly needed improvements 
to toe water supply and 
treatment in Russia’s second 
largest city, and begin tack- 
ling pollution which is so 
bad that it closes beaches to 
neighbouring Finland. 

It would open up lucrative 
opportunities for foreign 
companies, with work which 
could mean investment of 
$4bn in St Petersburg, alone. 

Jakko Henttonen, the Finn ’ 
who co-ordinates western aid 
for the environment in the 
former Soviet bloc, reckons 
that 40 per cent of St Peters- 
burg’s domestic sewage is 
dumped untreated into the 


Gulf of Finland. Industrial 
effluent is discharged 
directly into toe sea through 
500 factory sewers. 

Bui despite its traditional 
role as a bastion of market 
reform, St Petersburg city 
council has balked at the 
price rise needed by Vodo- 
kanal, toe water utility, to 
foot its share of toe bills. 

Valentto Sukhov, Vodo- 
kanal's financp director, said 
it was; impossible - to tell 
whether toe; city council- 
would support the project. 
Tm not an astrologer,” he 
said, ahead of a February 15 
deadline set by the council 
to take a final decision. 


EYvr hit Mr 

was pessimistic about the 
prospects for Russian water 
projects in general. “We; 
must start praying,” he said: 

Vodokanal also faced 
SlOQm in unpaid bills from 
state institutions such as toe- 
militar y, which it was forbid- 
den to cut o ft 
Governments around the. 
world have found- that rais- 
ing water prices is crucial to 
the overhaul of dilapidated 
.water and sewerage systems. 

Water hiffg have risen six- 
fold In neighbouring Tallinn, 
thecapital ofi Estonia, to. 
help it meet European Union 
sewerage standards. • 


Croatians rejoining the club 


Deals with the west have followed 
the handing-over of war crime 
suspects, reports Guy Dinmore 


C roatia is b eginnin g to 
reap the financial 
rewards of co-opera- 
tion with western govern- 
ments, especially since hand- 
ing over 10 suspected war 
criminals. 

“We won't sell oar boys 
for western loans,” the 
prime minister, Zladko 
Matesa, declared last Octo- 
ber. responding to a US deci- 
sion to block a 840m tranche 
of an International Monetary 
Fimd loan until Croatia com- 
plied with the UN war 
crimes tribunal for former 
Yugoslavia. 

But a few days later the 10 
men, accused of massacring 
Moslems during the Bosnian 
war. were given a heroes’ 
send-off and extradited to 
The Hague. 

In the event, Croatia made 
a political decision not to 
take up the IMF loan, saying 
its foreign exchange reserves 
were already adequate. But 
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since then negotiations have 
forged ahead on completing 
multi-billion-dollar deals 
with western companies to 
build a network of highways 
and power plants. 

This week Jure Radic, 
Croatia’s minister for recon- 
struction. expects to sign a 
8800m deal with Bechtel, the 
US construction group, to 
buDd the first, 120km section 
of a highway that will link 
Zagreb to the Slovenian bor- 
der to the west as well as to 
Bosnia in the south and 
eventually to Split on the 
Adriatic coast 

Since October, Croatia has 
signed highway construction 
agreements worth $800m 
with Germany’s Walter Bau, 
Astaldi of Italy and Bouy- 
gues of France. The projects 
confirm Croatia's intention 
to become toe main transit 
route between its Adriatic 
ports and centra] and east- 
ern Europe. 

Western diplomats say toe 
commercial deals were not a 
direct result of the handover 
of the war crimes suspects, 
three oE whom had their 
charges dropped and 
returned home in triumph. 

But. as one source put it, 
their extradition “helped 
smooth the process" of fund- 
| ing the Bechtel deal. Exim- 
; bank, the US export credit 
agency, will finance 8250m 
i for construction equipment. 

Vladimir Lon care vie, the 
reconstruction ministry 
spokesman, said Croatia ini- 
tially planned to build the 
highway to Split solely 
through Its own territory, 
but the US administration 
was pushing for a shorter 
route that would take it 
through Bosnia and on to 
Croatia’s port of Dubrovnik. 

The Bosnian government 
was interested and “Croatia 
is ready to take the political 
risk”. Mr Loncarevic said. 
Prospects of stability In the 
region have been given a sig- 
nificant boost by the forma- 
tion last month of a moder- 
ate. pro-western government 


j \xT~ &OVE,^ r 

: CROATIA 


' Huwaiwy.y.-^>'$W ^5a 


8CEGOVIN 

Sanfcvo-d 




htoftway roK« 




in the Serb-controlled half of 
Bosnia and the US decision 
to maintain a militar y pres- 
ence there. 

Bechtel is to start con- 
struction to the spring and 
reach the Bosnian border 
within three years, by which 
time Zagreb hopes a decision 
will have been made on the 
route of the southern link to 
Split and Dubrovnik. The 
World Bank has set aside 
$5.1bn for Bosnia's recon- 
struction. 

Croatia is also in the final 
stages of negotiations to find 
foreign partners to build 
three power plants at a total 
cost of $L3bn. 

P arsons and Enron of 
the US hope to win 
contracts for two 
power stations near Zagreb, 
while Snsearch Is competing 
against Britain’s PowerGen 
and National Power and toe 
GEC- Alstom consortium for 
the biggest coal-fired plant 
on the Adriatic coast 
Diplomats say Croatia’s 
final decision could be politi- 
cally motivated, just over a 
year ago Fran jo Tudjman. 
the president, ordered Cro- 
atian Airlines to drop plans 
to buy from Boeing and 
switch to Airbus instead. 

The move reflected a dete- 
rioration in relations with 
the US. Bechtel - and 
Ensearch now hope to 


become beneficiaries of toe 
recent thaw in ties. 

US and European diplo- 
mats insist, however, that 
Croatia has a long way to go 
before it can achieve its ulti- 
mate goal of becoming an 
accepted partner of the west 

A US State Department 
report last month said Croa- 
tia's human rights record 
remained poor despite signif- 
icant improvements in cer- 
tain areas. Croatia’s nomi- 
nally democratic system was 
“in reality authoritarian”, it 
said. 

European diplomats 
express similar concerns. 
The European Commission 
will review Croatia’s prog- 
ress next month, and consid- 
erable debate is expected, 
over how far to extend aid 
under toe Em’s PHARE pro- 
gramme. “The Croatian gov- 
ernment an Innate abfl^- 
ity to put its foot in it, ~ was 
how one European diplomat 

described official statements 
that some displaced Serbs 
would be evicted from toe' 
homes of former throat? and 
placed in refugee centres. 

“Some people are still 
barking after an ethnically 
pure state,” toe diplomat 
added, 

“But since a year ago 
they've made big strides. , If 
they want to join the dub 
they .have to understand ’the 
rules.” 


- The Frendi governHMait is ready to inject a further 
FFrtJlftn jTJ gfov wf nuptial Wft Giat, the losfrmaking 
state armaments group, to ensure that France uroains 
important fn f anv , armoured personnel carrier and miZDi- 
timisiffodtictioh. v 

The injection of fresh capital was announced to a Glat 
stafr m en t and fa expected to be confirmed by the govern- 
ment today- It will be ffiatis third call on the treasury for 
ftmds to three years. • 

breach ot toe two previous years FFT3.7bn was banded 
avw by toe government to ease Gist’s parlous fin ances . 

Oa present projections, about FFr4bn wfll also be neces- 
sary ip 199ft. ‘ \ _ ‘ 

This third transfer of ftmds has reportedly been brought 
forwtod frxon the summer because GteVs finances have 
been further eroded by^ defence ctate* which have reduced 
toe flow of orders. 

In particular, munitions antes have -been cut to around 
FFtSOOm. less half the amount necessa r y to avoid losses 
to this division, in addition, orders d Lecterc tanks have 
^{tagJpedfrxjmSStoaOayitetr;. . - Robert Graham, Paris 

■ ROMANIAN REFORJ&V;i- 1 


Privatisation drive promised 

The Romanian, government, fresh from surviving its lat- 
est political crisis, hasptfomisbd a vigorous privatisation 
drfvein toe rest rftiyfayoar.as wdias an effort to end the 
ste^falltoproducticm ■ • 

Victor Ciorbea, the prime ndh&tjnr, vowed to continue 
: with reforms ina tdevisfonappetaanca'. ' 

H&gfeyer, western ato ifyat^ mn girob: 

honest, wa ho longer take the»s gtp gram me^ very seri- 
ously.” investmeni hanlterTJald^^mt matters is . 



Deficit at 2% of GDP 

Hungary’s current account-deficit amounted to $087m last 
year, or around 2 per cent of GDP, according to prelimi- 
nary figures from the- National Bank of Hungary. 

•TQiis represents a fall of 41 per cent on the 1996 deficit of 
$1.678bn, and less than half the original government fore- 
cast The- trade defi ci t in the current account was 81.74bn. 
only two^hirds the 1996 figure of 82.645brL . 

Ejyi>ui l revenu e s, at 819.flton> were 38.fi par eqri t «p 
Imports; at SSL^miroaerbyZI per cebt on the previous 
year. Theriet surplus from tourism T06e almost 11 per 
cent to UU43bn.. 

. Direct foreign capital inflow in 1997 was a healthy 
*&26bn, 26 par cent uponl996 and more than double last 
year's current account deficit This resulted to consider- 
able fall in foreign debt Kester Eddy, Budapest 

■ MAMiYsim 

Surplus after three years 

Btolaysia recorded a M$4D0m (?JSS96m) trade surplus to 

1997, to emerge from three straigit years Of deficit as toe 
Asian fin a ncial crisis weakened the cunrencylo such a ' 
degree that exports, were made more competitive. 

The Statistics Department reported at the weekend that 
exports expanded 1 2.4 per cent to M*2ZL4biC white 
imports expanded. 12 per cent to M|2Zlbn over 1996- Econ- 
omists, had been predicting the sharp decline in the value 
of the currency against the US ddllar in recent months - . 
Would make Malaysia's exports attractive enough to - 
improve tbetnide^ picture. They are expecting an even 
brighter picture to comingmonths, predicting growth in 
mmorfe wifl aJow as burinessand consumers inc reasingly 
feel the crisis. : SheHa XcNuOtt. KualaZumpur 

■ Swissair ^:.. Xi ;_ - 

S Korea flights cancelled 

Swissair fa rah e rifin g hs;sctoded flights . to Souto Korea 
as a res uK of the A^fan c og atry 's eoanomic c rigj s : 

Swlh wi land 's nattou^ffi foeaiy a^ 
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out fear in Asian bonds 


T he recent deal to res- 
ch&ul& SonthKdrea'B 
abort- term debt liftbfl- 
itles has persuaded many, 
bankera’tbat Asia's -govern- 
ments WtU soon re-enter the 
International band markets. 
If so,, many investment 
banks will . be hoping to. 
makq.. good -their recent 


..“Greed, is starting, to 
replace fear when it comes 
to- Asia.- said a senior; US 
investment banker in Lon* 
don. “When Asia returns to- 
the bond markets it win be 
on a very large scale." •; 

First on the list of probar 
ble borrowers -la -South 
Korea, which, has revealed 


its Intention to tap' up to 
; SiObn from theintfimational 
■bond markets hi 1096. ' 

The country, which has 
seen its existing bonds 
■tighten -from, spreads- of 
almost 10 percentage points’ 
over. US Treasury bonds to 
•less than four, in a str on g 
rally over the. last fortnight* 
is apparently intending to 
come to the markets at -the : 
tort reasonable opportunity. 
This will probably, be after 
-Korea signs its debt, reached- ’ 
uliog agreement’ In' late 
March or early April/.. • • 
“Korea, will undoubtedly 
be the first [of the Asian sov- 
ereigns] to come to- the mar- 
ket whenever It happens," 


m 


By Mark Nicholson 
in New Delhf 

The intensive campaigning 
for India’s Congress party by 
Sonia Gandhi, widow/ of 
Rajiv Gandhi, the late prime 
minister, has significantly 
buoyed the' party's prospects 
in this month's general elec- 
tions, according taau^inv 
ion poll published today.' 

The poll byA.C. Neflsmv 
the market research organ!- 
sation, is the first indication . 
that the' Italian-born . Mrs 
Gandhi’s, near-daily .political" 
rallies across Indlh may be: 
winning votes as well as- 
crowds and media a ttenti o n . 
It shows the “Sonia effect” 
could even nudge Congress 
into a position from which It 
could farm the nucleus of a 
coalition government. 

The poll's finings suggest 
a remarkable turnaround in 
Congress’s fortunes. The 
party trailed the Hindu 
revivalist Bharatiya Janata 
party and its electoral allies 
in earlier polls and was suf- 
fering a spate of splits add 
defections until Mrs Gandhi 
agreed in December to aban- 
don years of reclusion and- 
campaign for the election. 
Voting begins next week. 

The survey of 16^12 vot- 
ers, published in Outlook 
magazine, suggests- that the, 
BJP and its allies would 
emerge the largest grouping, 
winning a combined 231 
seats. This falls 41 
seats short of a majority in 


the 543-seat - parliament. 
.. But tim poll also .suggests 
Congress could win 172 
seats, up froma'totaiof 148 
fojMCaaf in A.C. NeOsen's 
previous jfgU- last month. 
Tfee new survey, shows. some. 
Congress gains coming at 
.the expense of;the BJP, 
whose talfcr hji the. last ’was 

4996 retimed tfie/BJfi With 
163 seats, making i|;IpdJa’s 
-hugest party, against 443 for 
Codgress, tto worst electoral 
:ahOwing- Like all sun^ys to 
date, --the-" latest suggests 
Indians i2th electkm since 
independence wfl^ 1 also 
deliver* a hung parliament 
and a further period at cbah- 
tkru government. - 

Should- the poll prove 
accurate. Congress’ hopes of 
beating the BJP to form the 
next coalition would test on 
securing the support of 
akoost all the parties form- 
ing the United Trout. India’s 
third mazh. political group- 
ing, and the mix of caste- 
based and regional parties 
which farmed the coalition 
government ousted late last 
year. The poll suggests the 
UF is Mkely to win 118 seats, 
down' from the earlier sur- 
vey’s estimate of 123,. . 

Given the problenJs-of poll- 
ing a 600m electorate most 
of whom live to raraTareas 
and only half of whom are 
literate, the ^poll’s precise 
predictions must be regarded 
with caution. - 


Jakarta drafts 
bankruptcy law 


By Poter Montagnon 

Indonesia says it is moving 
swiftly to set up a new bank- 
ruptcy law as part of proce- 
dures to help deal with its 
J73bn private sector foreign, 
debt. 

The announcement at the 
end of last week by Presi- 
dent Suharto's debt adviser, 
Radius Prawiro, is likely to 
please foreign creditors, who 
have been hampered by the 
lack of procedures allowing 
them to foreclose loans and 
attach the assets of compa- 
nies unable to pay their 
debts. 

In his statement Mr Pra* 
wiro also published a new 
estimate of the country's 
total debt, putting it at 
$137bn, of which It said 
*74Bn was owed by the pri- 
vate sector. 

The government would not 
ride to the rescue of the pri- 
vate sector, he said. Compa- 
nies which are unable to ser- 
vice their debts within the 
rescheduling framework set 
by Indonesia’s debt negotia- 
ting team will have to settle 
their debts through the near 
bankrupts procedures. 

“ Ther e will be no guaran- 


tee, no bail-out and no gov- 
ernment involvement In the 
corporate debt." * 

Although Indonesia has 
rejected the use of e x ch an g e 
■ rate guarantees to help res- 
chedule private sector debt 
along lines used by Mexico 
to the 19805. bankers Bay the 
introduction of a currency 
board which would fix the 
exchange rate at a higher 
level could help alleviate the 
problem. . 

Expectations that Indon : 
esia may adopt this solution 
have risen following a visit 
to Jakarta by Steve Hank* a 
US expert on currency 
boards who briefed President 
Suharto on the issue during 
a long meeting last week. . 

Considerable concern 
remains, however, about .the 
willingness of Japanese 
banks, which are the largest 
stogie group of lenders, to go 
along with rescheduling 
arrangements an Indonesian 
private sector foreign debt 

One constraint, bankers 

say. is the high rates the 


said Christopher Huhne. 
head of sovereign ratings at 
Fitch 1BCA, the rating 
agency- which recently 
upgraded Korea by five 
notches to one level below 
Investment grade status. 
“But it win have to prepare 
the ground very carefully 
beforehand.” . 

This Is where the greed 
element comes in. "Which- 
ever bank wins the mandate 
far Korea’s jumbo sovereign 
bond is not only winning the . 
most high-profile deal of 1998 , 
but is positioning them- 
selves well for winning 
the other sovereign man- 
dates which will follow,”, 
said a banker -in New York. 


However, bankers agree 
that the process will be 
ranch less pleasant for the 
Korean government itself. 
South Korea, which needs to 
raise the capital to extend 
the maturity of the debts 
which have not been res- 
cheduled under the recent 
deal, la accustomed to tap- 
ping the markets at very 
short notice and with little 
groundwork. Next time 
round things will be differ- 
ent. 

“Korea is going to have to 
sell itself to a very different 
pool of investors than it is 
used to,” said Alexandra 
McLeod^ a senior trader at 
B ank of America. “It might 


be something of a culture 
shock for Korean officials.” 

Bond analysts say the 
experience will be very simi- 
lar to what Mexico and its 
Latin American neighbours 
were put through after the 
“Tequila" crisis In 1995. “In 
the medium term. Asian cen- 
tral banks will have to 
become much more transpar- 
ent and open if they are 
going to win over bond 
Investors,” said Giles Keat- 
ing, chief economist at 
Credit Suisse First Boston in 
London. “This will act as a 
positive external discipline 
on domestic economic pol- 
icy." 

Next in line after Korea is 


probably Thailand, which, 
along with Indonesia, is one 
of the three economies draw. 
mg upon an International 
Monetary Fund rescue pack- 
age in the aftermath of the 
shock. 

Thailand is planning to 
raise several billion dollars 
In bond Issues. “All these 
economies - not least Thai- 
land - are going to become 
major bond issuers for the 
first ever time," said a senior 
banker. 

“This will put in the 
same category as Latin 
America." 

Indonesia is expected to 
remain on the sidelines for 
months, if not years, regard- 
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less of how quickly it man- 
ages to lift the moratorium 
on its debt liabilities. "We’ve 
probably had most of the 
had news on Indonesia so it 
is unlikely to have any fur- 
ther contagion effect on the 


rest of Asia." said one ana- 
lyst. “But it will be a long 
time before investors are 
prepared to take the risk of 
lending to Indonesia again.” 

Edward Luce 



Philippine Congress passes oil deregulation law 


By Juatln M aro a d in ManSa 

The Philippine Congress has 
passed a new oil deregulation law, 
paving the way for the country’s 
graduation from its International 
Monetary Fund (IMF) programme. 

- The long-awaited ratification of 
the law - which will replace the 
deregulation law declared uncon- 
stitutional by the Supreme Court 
last November - came late on Fri- 
day, the last day before Congress 
adjourned until July. 

Jose de Venecia, House Speaker 
«nd administration's presiden- 


tial candidate, said the law would 
improve the country’s macroeco- 
nomic outlook. “This wtU now lead 
to the stabilisation of the exchange 
rate and eventually lead to the 
reduction of interest rates and. . .a 
general improvement in the eco- 
nomic cliinate of the country," he 
said. 

The new law imposes a uniform 
8 per cent tariff on all petroleum 
products. One Supreme Court rea- 
son far its decision to throw out 
the old law was the 4 per cent tariff 
differential between imports of 
crude oil and refined products. It 


also recognises the claims of 
Petron, Shell and Caltex, the coun- 
try's three main oil groups, on the 
OU Price Stabilisation Fund, the 
buffer facility used to shield con- 
sumers from fluctuating world 
prices. The companies say they are 
owed 2£bn pesos ($ 61 m). 

Two provisions in the new law, 
however, are opposed by both the 
government and the IMF. It allows 
the revival of an oil subsidy worth 
2.9bn pesos and calls far a five- 
month transition phase before full 
deregulation. President Fidel 
Ram oe is expected to veto the oil 


subsidy component and may accel- 
erate the transition phase before 
si gnin g the whole package into 
law. With national elections due in 
May. politicians in both the House 
and Senate had been grandstand- 
ing on oil deregulation amid oppo- 
sition from trades unions. 

“Congress usually puts in the 
populist insertions, leaving the 
president to make the unpopular 
changes.” said Alex Magno, profes- 
sor of politics at the University of 
the Philippines. “There was great 
concern though about the conse- 
quences of not having a new law 


while Congress was in recess.” 

The entire industry has been in a 
state of uncertainty since the 
Supreme Court's controversial rul- 
ing. Oil companies have been 
unable to adjust prices to compen- 
sate for the collapse of the peso 
against the dollar. Last week, 
Petron announced its first loss in 
22 years. Four new entrants to the 
oil sector - France’s Total, Coastal 
of the US, Petronas of Malaysia, 
and the Petroleum Authority of 
Thailand - also warned they might 
leave if Congress did not act deci- 
sively on oil deregulation. 



dollar deposits in tee inter' 
national money markets, 
which makes it harder to 
fund international lending. 
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Kohl support for alliance against Iraq 


urges 


By Edward Mortimer 

in Munich 

The US and UK won state- 
ments of support for their 
threat of military action 
against Iraq from several 
European leaders at the 
weekend, including Helmut 
Kohl, German chancellor, 
and Joris Voorhoeve. Dutch 
defence minister. 

George Robertson. UK 
defence secretary, said 
Britain was “flying the Euro- 
pean flag in the Gulf", as be 
and his colleagues from sev- 
eral EU countries scrambled 
to reassure Washington of 
European solidarity against 


Iraq's President Saddam 
Hussein. 

N'o fewer than 10 US sena- 
tors had accompanied Wil- 
liam Cohen. US defence sec- 
retary. to the annual 
“Wehrkunde" European 

security conference in 
Munich. One after another 
they took the floor to warn 

Europeans that failure to 
hack military action in the 
Gulf would have negative 
repercussions on support for 
Nato in the US. “Why are we 
helping In Bosnia if Euro- 
peans won’t help in Iraq?" 
one of them quoted his Ore- 
gon constituents as asking. 

Mr Kohl had clearly not 


been briefed to expect this 
concerted onslaught. His 
prepared speech to the con- 
ference contained no refer- 
ence to Iraq. But in replying 
to the debate he said air- 
bases in Germany were 
available to US troops and. 
“We must show solidarity 
for everything that needs to 
be done." 

If he had not said this 
before, he added, it was 
because he bad not been 
asked. "It is a problem of 
communication. ” 

Evidently stung by the 
suggestion that Europe was 
failing to stand up for 
“shared values” . Mr Kohl 


urged US politicians to 
extend their contacts with 
German colleagues so that 
"problems could be 
avoided”. “We mustn't allow 
“values’ to be quoted in such 
a way that nobody knows 
what values are being dis- 
cussed," he added. 

The chancellor claimed to 
be voicing tbe “majority 
opinion of my colleagues in 
tbe EU”, and tried to hint 
that when tbe chips were 
down even the French presi- 
dent would come out on the 
US side. But Alain Richard. 
French defence minister, 
conspicuously avoided the 
subject, as did Javier Solana, 


Nato's secretary-general 
One of the US senators 
quoted Hubert . -Vedrine, . 
French foreign minister, as 
claiming that. French scepti- 
cism about military .action 
was the position “of all Euro- 
peans as far as -I can see. 
apart from the.British^ 

Mr KohT also gratified the 
US, and surprised -his own 
officials, by announcing that 
the Bundeswehr- would 
maintain its manpower leveL 
in Bosnia after the mandate 
of the Nato-led stabilisation 
force ran out in June. 

This was later confirmed 
by Volker Rohe. German 
defence minister, who said 


that Britain. France, Italy- , 
and Spain had .taken the ' 
decision.' This would . 
enable the .US to benefit- 
most from a proposed reduo, 
tion in the- size, of the force: - 
In a separate move, -Yit- 
zhak Mordechai. Israel's 
defence minister, .unexpect- 
edly flew to Munich yester- 
day to hold talks with Wil- 
liam Cohen,- US defence 
secretary. The US, according 
to diplomats, is. concerned 
♦hat Israel might take retail- ■ 
tary action if attacked- by : 
Iraq. Israeli officials: have • 
repeatedly said Israel would 
defend itself - and -had the 
right to do so. 


halt to Swiss 
bank merger 


Prospect of military action brings dilemma for White House over Total gas deal 

Crisis forces 
US rethink on ^ 

Iran sanctions 


By Bruce Clark 
in Washington 

The prospect of military 
action against Iraq has 
forced the US administration 
to rethink its plans for put- 
ting pressure on European 
companies dealing with Iran, 
according to US and Euro- 
pean diplomats. 

In particular, tbe crisis is 
proving a further complica- 
tion for US officials as they 
consider what to do about 
the $2bn investment in Ira- 
nian gas announced last 
autumn by Total of France. 
Gazprom of Russia and 
Petronas of Malaysia. 

The US government, after 
several months of foot-drag- 
ging. bad been widely expec- 
ted to make an announce- 
ment by early this month 
that declares the deal an 
infringement of US law and 
potentially sanctionable. 

The administration is 
understood to have held off 
making the announcement 
until the-visit to Washington 
of Tony Blair, the UK prime 
minister and current bolder 
of the European Union's 
rotating presidency. 


With the successful com- 
pletion of that visit, the way 
is apparently clear far an 
announcement or “determi- 
nation'’ on sanctions - a 
move that would gave the US 
government 90 days to 
decide which if any of the 
punitive measures available 
under the US law to invoke. 

Senator Alfonse d' Amato 
and cither supporters of the 
Iran-Libya Sanctions Act. 
designed to deter investment 
In the energy sectors of 
those countries, will react 
furiously if tbe Total deal is 
allowed to proceed unim- 
peded. 

But administration offi- 
cials say tbe loo ming show- 
down with Iraq bas added a 
new factor to the equation. 
The US wants to minimise 
damage to its relations with 
France and Russia, both of 
which have serious reserva- 
tions about US action 
against Baghdad, and to 
avoid embarrassing its close 
ally Britain. 

Relations with Germany 
could also be at stake. Ger- 
many would have little 
choice but to back its fellow 
Europeans if sanctions 
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Palestinians on tbe West Bank demonstrate at the weekend in support of Iraq's President Saddam Hussein 


against Total led a broad 
transatlantic trade dispute. 

“The issue of Iraq cer- 
tainly complicates things,” 
said a senior State Depart- 
ment official. The showdown 
with Baghdad has also 
forced the a dminis tration to 
think even more carefully 
about how to respond to the 
olive branch coming from 
Tehran itself - and avoid 
shutting the door to 
improved relations. 

At the same time, the 


administration is conscious 
that dropping all objections 
to the Total deal could lead 
to a virtual collapse in the 
US effort to guide the Dow of 
energy from the Caspian Sea 
through Turkey rather than 
Iran. 

Allowing the Total con- 
tract to proceed could open 
the floodgates to European 
investment in Iran - and 
prompt loud complaints 
from US companies demand- 
ing to know why they should 


not work in Iran when Euro- 
peans are free to do so. 

As an intermediate option, 
the US administration could 
waive sanctions on the Total 
deal while insisting that no 
precedent had been set 

This would fall short of 
the unconditional exemption 
from sanctions under the 
anti-Iran law that the Euro- 
pean Union would like to 
obtain. But it would also 
warn other countries inter- 
ested in investing in Iran 


tha t they mi gh t still be sub- 
ject to penalties. • 

Even a narrowly defined 
waiver could cause problems 
In Congress. Leading US leg- 
islators said yesterday that 
tbe Iraq issue was making 
them more inclined to be 
angry with the Europeans ~ 
e specially the French ’- 
rather than less. 

“We should be getting 
tough with our allies." said 
Senator Joe Biden. a leading 
Democrat. 


Buenos Aires San ter backs Palestinians 1 
seeks to ease 
software fears 


By jofa Anthers., 
in NetirVoek 

The merger of . Union -Bank 
of Switzerland and Swiss 
Bank’ Corporation, i the 
■world’s- largest, hanking 
acquisition, should .be 
'blocked until, the. two. have 
joade a “full accounting" for 
tiie- assets of. holocaust vic- 
tims. Alfonse ■ d* Amato. 
r-Hnirman qf . the. US Senate 
banking committee, said yes- 
terday. 

-He confirmed that on 
Thursday last weak- he had 
asked . Alan Greenspan,’ 
chairman -of - the . Federal ■ 
Reserve, to block, the/ 
merger.-' Both ■ banks have 
large Wall Street ppefiations, 
and the deal could not be 
completed' without clearance 
from 'the Fed, the most pow-’ 
erfiil US banking regulator. 

Mr d’AmatoV announce- 
ment, made at an interna- 
tional' conference on tbe 
moral and legal' issues of the 
holocaust and held at the 
Cardozo SdiODl' pf Law in 
r New YoTk. is part.of a signif- 
icant intensification of. pres- . 
sure- from the. US on the 
Swiss banks to agree an 
international settlement of 
the issue/ 

. Mr. d 'Amato, also attacked 
Re settlements reached by 
negotiators on behalf of the 
allies with neutral nations in 
1346 an d MO,.- 

lsrael Singer, secretary- 
general of the World Jewish 
Congress, which has Jed the 
campaign on the issue, made 
clear he . supported Mr - 
i d' Amato’s stand, adding that 
the. request to bar the 
merger would be withdrawn 
if tiie matter was settled to 
tbe interested parties' satis- 
faction. 

!; “I believe the officers of 
the new merged bank are 
serious people.” Mr Singer 
said. “They should focus on 
this issue and mak e it go 
away. When they address it, 
we . will be their greatest sup- 
porters.” : 

But he added he was dis- 
appointed with the slow 
progress made by tbe banks 
since the conference organ- 
ised by Alan Hevesi. comp- 
troller^ of New York, last 
D^^ib^-. -wluch' fell ah the_ 
same day as the announce- 
ment of the UBS-Swiss Bank 
meiger. 



* 

D’ Amato; working on bill 

That conference- .ended 
with a resolution by public 
officials not to adopt sanc- 
tions against the banks until 
the end of Martlv - . ! 

“For 60 days now we've 
had no movement.. For., the 
last twin months we've not 
been taken seriously! We've 
been- ignored by the Swiss 
banks, and by Switzerland." 
Mr Singer said. 

lie added, he had been 
asked by government offi- 
cials to intercede with Mr 
Hevesi and other officials to 
ask them to extend their 
moratorium on sanctions. He 
bad refused, saying that 
progress needed to be dem- 
onstrated. 

Yesterday's conference 
also saw an acceleration in 
attempts to restore artworks 
looted during the second 
world war to the heirs of 
their owners. Mr d'Axnato 
said be was working on a 
bill to help determine owner- 
ship of artworks, which will 
soon appear before the Sen- 
ate. 

Bennett Freeman, tbe 
State Department official 
with responsibility for deal- 
ing with the issue, confirmed 
the White House was help- 
ing to draft the legislation. 
He also announced there 
would: $>e -.an' international 
conference in Washington 
in June on looted art- 
work. 


By. Ken Warn 
in Buenos Aires 

Argentina’s government is 
struggling to calm the com- 
puter'software industry after 
the Supreme Court ruled last 
week that copying pro- 
grammes is not mega! 

The court ruled in, a long- 
. refining piracy case that the 
country's copyright laws, 
drafted in 1933. did not cover 
software. The narrow- inter- 
pretation of tbe legislation 
stunned industry representa- 
... tiyesTwbo claim the decision- 
gives tbe green light to 
[•piracy. 

.; US .officials in Buenos 
-/Aires said! they -.bad 
.“expressed their concern” 
-to -. the Argentine goVern- 
inept'- • 

/-...‘The original legislation 

* : says it protects intellectual 
property rights of any class 
or- nature,'’ said Antonio 
.. Mflle, a lawyer working with 

. ami-piracy .group Software 
. . LegaL-^t don't .see . how the 
court can say 'soft ware- is not 
included."- . . 

Software Legul is backed* 
■fry Microsoft. /Adobe and 
local software companies: . 

■ A Justice Ministry- official- 
said the government was 
urging rapid passage 
*. through Congress of a law 
which would incorporate 
software in the copyright' 
legislation. The measure has 
already been passed by the 
lower house, where it was ' 
backed by all political par- 
. ties,, and -is awaiting: Senate 
-approval. 

J ‘; "We can’t dictate to the 

• Senate. But -we hope. it will 
^ pass the law quickly." the 

official said. Passage of the/ 
. legislation Would meet many 


of the industry’s demands, 
said Mr MihA 

More than 70 per cent of 
PC software in use in Argen- 
tina is pirated, according to 
a study last year by Price 
Waterhouse. Legitimate 
sales of PC software are esti- 
mated at $260m in a total 
market. Including software 
for. mainframes, of $370m. 

; Tbe controversy highlights 
toe problem of judicial inse- 
curity facing companies 
-operating in Argentina. Con- 
flicting court rulings In busi- 
ness-related cases and legal 
challenges to government 
decisions are frequent. . 

The government adheres 
to most international agree- 
ments -on intellectual prop- 
erty. In' 1994. under pressure 
from tbe Us., it passed. a 
-decree extending protection 
to computer software, only 
to see it challenged in a 
lower court - 

The US has also put pres- 
sure on the government to 
improve protection of phar- 
maceutical patents. It claims 
Che weak legal, regime could 
stop Argentina, competing 
effectively with Latin Ameri- 
can countries with stronger 
patent protection. . - 

Software Legal -estimates 
that a 20 per cent reduction 
in PC software piracy would 
create 26.000 jobs a year in 
Argentina* and increase tax 
revenues by an annual aver- 
age qf $80m. 

Argentina is not the worst 
offender in Latin America, 
according to Price Water- 
house. Guatemala and Costa 
Rica have piracy Tates in 
excess of 80 per cent. How- 
ever. Argentina's rate out- 
strips those of Brazil, Mexico 
and Chile. 


By Judy Dempsey 
in Jerusalem - 

Jacques San ter. president of 
the European Commission, 
yesterday . Jinked Israel’s 
security to the economic 
development of the Palestin- 
ians. to whom the European 
Union is the largest donor. 

“Everybody has the right 
to live inside secure borders 
and everybody bas the right 
to have economic develop- 
ment," said Mr Santer. Be 
was speaking ahead of a 
meeting with Benjamin 
Netanyahu, Israel’s prime 
minister, . and other officials 
during a week-long visit to 
the region which started in 
Egypt on Friday. . 

His remarks coincide with 
growing European Union 
frustration over tbe stalled 
Israel i-Palestinian peace 
negotiations and the Union’s 
limited ability to exert influ- 


ence, even though the total 
EU contribution to the peace 
process amounted to 
Ecul.68bn (SL9bn) between 
1994 and 1997. 

The aid was channelled 
into infrastructure projects 
in areas under the Palestin- 
ian Authority and into the 
establishment of civil and 
democratic institutions, 
which Mr Santer said had to 
be “built from scratch”. 

However, the real goal of 
EU aid - to trigger private 
sector investment flows into 
the region - has not been 
realised. In a recent Com- 
mission paper on tbe role of 
the EU in the peace process 
and its future assistance to 
the Middle East, the Com- 
mission said the EU*s “mas- 
sive programme of economic 
assistance seems to have 
failed. . . there are no tangi- 
ble peace dividends [for tbe 
Palestinians]”. 


Tbe paper blamed Israel's 
policy of sealing the West 
Bank and Gaza after suicide 
bomb attacks on Israelis, 
hindering tbe free flow of 
goods between both areas 
and preventing the Author- 
ity. which has no airport or 
sea port, from trading with 
the outside world. 

A senior Israeli official 
yesterday said the Palestin- 
ians were holding up the 
opening of Gaza's airport, 
while the Palestinians said 
it could not accept Israel's 
stringent security condi- 
tions. 

But more worrying to the 
EU, although Mr Santer was 
reluctant to discuss it, was 
the “contaminating” effect 
the stalled peace process 
was having on other EU- 
backed forums. 

For example, the Euro- 
Mediterranean Partnership, ' 
launched at the Barcelona 


conference in November 
1995 to establish areas: of 
regional security and free 
trade, had “faltered", 'fit 
was based on the implicit 
assumption that the peace: 
process would at least 
remain on track. ” said the 
Commission. 

No venue for this year’s 
Middle East and North 
Africa economic summit has 
been arranged, again 
because of the stalled peace' 
process. . . .. 

The multilateral . regional 
economic development, 
working group, chaired and 
partly financed by the EU, 
has come to a virtual stand- 
stifl. 7 . 

“All multilateral meet- 
ings". which in the past' 
focused on water, transport, 
electricity and veterinary 
cooperation, “were pat on 
hold”, the Commission 
reported. 


Euro MPs to 


Shin Bet may face legal curbs 


By Avi Machfis In Jerusalem 

Israel's cabinet yesterday 
approved a draft bill outlin- 
ing a first-ever legal frame- 
work* to scrutinise the 
operations- of Shin BeU the 
internal secret security ser- 
vice. 

Shin Bet currently oper- 
ates under tbe supervision of 
Israel’s prime minister’s 
office and a parliamentary 
sub-committee. 

However, it essentially has 
a free hand as no legal 
framework exists to ensure 
its accountability. 

The draft bill outlines the 
jurisdiction of Shin Bet. It 
also states that the Knesset 
sub-committee on secret ser- 
vice affairs, which includes 
apposition members, must 
approve any new areas of 
operation for the agency. . 


In addition, according to 
tbe bill, the prime minister 
must appoint an external 
inspector to monitor Shin 
Bet. 

The legal framework will 
not necessarily stop the gov- 
ernment from authorising 
Shin Bet to carry out contro- 
versial operations such as 
the 1996 assassination by 
booby-trapped cellular phone 
of Yahya Ayyash, the Pales- 
tinian bomb maker who was 
responsible for scores of 
Israeli deaths. Israel never 
officially took responsibility 
for that killing. 

But “the monitoring pro- 
cess will be given teeth" if 
the law was passed, said Ms 
Hsian 

“It will be much better to 
have Shin Bet working with 
dear rules and regulations 
than to essentially give It a 


free hand without any sort 
of institutionalised public- 
scrutiny," she said. 

The bill was first drafted 
about 10 years ago and will 
soon be tabled in the Knes- 
set (parliament) for the first 
of three votes, but could be 
altered in a parliamentary 
legislation committee. 

Most recently, cabinet 
approval of the proposal was 
held up over an clause that 
would have legalised Shin 
Bet’s use of torture when 
interrogating Palestin 

“It • .would have been 
obnoxious and abhorrent to 
include a clause . . . legalis- 
ing torture." said Naomi 
Hazan, a Knesset member 
from the liberal Meretz party 
who campaigned to' remove 
the article. 

Ms Hazan said the opposi- 


tion was' likely to support* 
the new law’in'parliainent. . 

According to B'tselem, the 
Israeli Turman rights group, 
leaving Shin Bet’s interroga- 
tion techniques entirely out 
of the law to be discussed 
separately created a grey 
area. 

“Legislation is needed not 
only to anchor the authority 
of Shin Bet In law. but to 
prevent it from breaching 
international norms on 
issues such as torture," said 
Yuval Ginbar, B’tselem 
senior researcher. 

Meanwhile, the bill also 
seeks to keep the press at 
bay and to silence leaks 
from the supervising com- 
mittees. 

It spells out jail sentences 
of up to three years for com- 
mittee members who leak 
Information to the press. 


By Roifia Khalaf/Middlfr'. .from .Alters are jto visit the 
East Coirespomferit ... -/ USw Searaaay and the UK in 
- - ; • •- 
A mae-member delegation. Western ; • governments 
from the ‘European parlia-. ./frelieire'KbE ‘Algerian lower 
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terday for, st four-dayTS^t. :^Cfs*/;Hunited powers, 
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The.- visit .fofifrwsua ^jSSpri^.'n i#QgetT£as£f:iiy ^ ^aur frustrations 
pean.->lhfion\mtogi»ig(~yni?t^i-‘^fft^y?pe^n<»fiii . maims - • 

itffeiegitidn^<led; ; by 
a^-French 

gov emfienf.; l^/£^rbT^fr>Vmgipt>et- 'of .. the -European 
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e x a itone ‘the rfifamga* rights: - kijteS Qr meet representatives 
situation,.-:- inaissibn^. Of tbq banned.FTS. : But Jt will 

.hold . with, l eg al . parties 

Algerian 

g/V&t tfr e: gov-- ; -iparHaraeot . as well as irews- 
e^imc^ft's’-sensitSviQt toVptftvf.papfc ed Kora,: human rights 
side involvement. :• -prgmdsations >and ^victims of 

The new visit, however, tercdrism jmd’.their families. 


signals an effort by the EU 
to pursue a dialogue with 
Algiers. Both Brussels and 
Washington believe that, 
while little can -be done in 
the short term to end the 
cycle of civilian massacres, 
the promotion of political 
and economic reforms are 
essential far a long-term res- 
olution of the conflict. 

Violence was sparked by 
the 1992 cancellation of elec- 
tions which the Islamic Sal- 
vation Front (FIS) looked set 
to win. 

The Euro MPs' visit is part 
of a planned exchange 
between Algerian parliamen- 
tarians and their western 
counterparts. Delegations 


The European parliament 
says the visitors will “listen" 
and “understand". 

Algiers is opposed to any 
form of independent inquiry 
into civilian massacres on 
the grounds that this would 
put in doubt its assertion 
that Islamist, extremists are 
to blame. 

The visit follows an 11- 
hour debate in the lower 
house of Algeria's parlia- 
ment on the security situa- 
tion. in which opposition 
parties criticised the govern- 
ment’s economic policies, its 
reluctance to provide Infor- 
mation -on tiie violence and 
what they termed its lack of 
solidarity with the victims. 
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US fears ‘premature’ Emu launch 


By Robert Peston. 

Political Etftor 

The British government is 
seeking to allay White House 
fears that the launch of 
European monetary union 
next year, with an expected 
membership of 11 countries, 
would be premature. 

Following meetings last 
week with the US president, 
the Treasury' secretary Rob- 
ert Rubin and the Federal 
Reserve chairman Alan 
Greenspan. Tony Blair is 
aware of US concerns that 
some prospective Emu mem- 
bers. notably Italy and 
Spain, should not join Emu 
at the 1999 launch. 


"The issue of the real level 
of convergence of the 
southern Mediterranean 
countries was raised , M said a 
minister. “But we reassured 
them there was a greater 
degree of preparedness than 
perhaps they realised." 

Mr Blair expected stronger 

criticism of Emu from the 

US administration, as it is 
widely believed several 
senior members doubt the 
wisdom of the project. 

"We had been led to 
believe they would be much 
tougher.” said Mr Blair's 
official spokesman. "The 
issues they raised were 
largely of a technical 
nature." 


Ministers were pleased at 
the warm welcome for the 
British policy of staying out- 
side Emu until the UK econ- 
omy is more convergent 
with the continent. “They 
are completely comfortable 
with our position” said a 
minis ter. 

It is thought an important 
element In President BUI 
Clinton's decision to rein- 
force links with the UK is 
his view that Mr Blair is 
playing a helpful role as 
European Union president in 
the coming six months to 
ensure an orderly Emu 
launch. 

Ms Helen Liddell, a Trea- 
sury minis ter who accompa- 


nied Mr Blair to Washington 
last week, is returning to the 
US in a few weeks in an 
attempt to improve US 
awareness about the Implica- 
tions of Emu. 

She plans to visit British 
consular officials in New 
York. Boston and Chicago, 
so they’ can help US industry 
prepare their operations for 
monetary union. 

At a dinn er on Wednesday 
night attended by Mr Rubin 
and Mr Greenspan. Mr Blair 
left little doubt he wanted 
sterling to join Emu. while 
giving little clue as to the 
timing of entry. 

The prime minister also 
defended the International 


Monetary Fund against criti- 
cism from US congressmen, 
including Senator Alphonse 
D ’Amato, that it is wasting 
public money in the rescue 
packages put together for 
troubled Asian economies. 

Flanked by Michel Cam- 
dessus, president of the IMF, 
Mr Blair put the case for 
increasing the IMF's finan- 
cial resources, stressing that 
tough conditions were being 
imposed on recipient coun- 
tries. 

“Maybe they were just 
being polite, but the senators 
acted as though they bad not 
heard these arguments 
before," said a UK govern- 
ment member. 


Obituary: Enoch Powell's nationalism cost him elevation to high ministerial office 


A loner on his 
own path to 
isolationism 


Enoch Powell, who has died 
at the age of 85. was a dedi- 
cated intellectual, a scholar, 
a politician of influence, a 
British nationalist, an early- 
imperialist who in later life 
became an isolationist - 
and. if high ministerial office 
be the touchstone, an ulti- 
mate failure in his public 
career. 

He was a fastidious writer 
and speaker, always respect- 
ful of language. Yet the 
speech for which most will 
remember him was either a 
piece of calculated dema- 
goguery- or the misjudgment 
of a lifetime. 

The celebrated speech was 
delivered in Birmingham. 
Britain's second-largest city, 
on April 20. 1968. He warned 
against further non- white 
immigration, proclaiming: "I 
seem to see the river Tiber 
foaming with much blood' 

His words provoked out- 
rage among the intelligent- 
sia. offset by the overwhelm- 
ing support of the public. 
The speech exacerbated 
racial tensions and cost the 
speaker his position in the 
shadow cabinet of Edward 


Heath, then leader or the 
Conservative party - but it 
also made his name. 

His espousal of immigrant 
repatriation attracted sup- 
port in saloon bars and in 
sections of every’ party. For 
some years he exercised 
great influence: he may have 
turned a significant number 
of voters away from the 
Labour party in the 1970 
election and others away 
from the Conservatives in 
February 197-1. when he 
joined the Ulster Unionists, 
the pro-British Northern 
Ireland party, which he 
regarded as least likely to 
cement links with the then 
European Common Market. 

Those who believed immi- 
gration should be reversed 
united with a far smaller 
group that was suspicious of 
membership of the Common 
Market. Both regarded him 
as the best leader the Tories 
never had. 

Born in 1912, Enoch Powell 
was wrestling with Greek at 
five. He won an outstanding 
degree from Cambridge Uni- 
versity. and became, at 24. 
professor of Greek at the 
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Enoch Powell: a skilled orator best known for Ids ‘rivers of blood" speech in 1968, 


University of Sydney. He 
was the youngest professor 
in the British empire. 

He left Sydney at the out- 
break of war in 1939 and 
joined the army as a private. 
He served in India, and in 
1944, at 31, he became the 
youngest brigadier in the 
British army. 

He j'oined the Conservative 
party and became a Member 
of Parliament in 19S0, hold- 
ing tiie same Midlands seat 
until February 1974. After 
various junior government 
posts, he reached the cabinet 


in his last year as health 
minister in 1962. But, when 
Sir Alec Douglas-Home was 
appointed prime minister in 
1963. he declined to serve in 
the new government 
Always a loner, he trod an 
ever lonelier path after 1963. 
He declined to stand as a 
Conservative in the Febru- 
ary 1974 election, on the 
grounds that Edward Heath, 
for whom his disdain was 
manifest, had wedded the 
party to EC membership. In 
October 1974 he reappeared 
in parliament as an Ulster 


Unionist and so remained 
until his defeat in the gen- 
eral election of June 1987. 

In his final years he might, 
have essayed a public rap- 
prochement with Margaret 
Thatcher, sensing that her 
suspicion of the EC almost 
matched his own. Yet in his 
eyes she had compromised 
too much on deals with Dub- 
lin and Brussels. He was 
more Interested in ideas 
than, political infighting . He 
lived and died a PoweUite. 

Joe Rogaly 


Warburg 
snubbed 
over 
rail link 
rescue 

By Charles Batchelor and. ' 
Charts Grosser, London . 


Shareholders in London &. 
Continental Railways have 
snubbed . their banking' 
advisers. SBC Warburg, by 
calling in Deutsche Morgan. 
Grenfell to draw up a rescue: 
plan for the £5.4bn (S8.7bn) 
Channel Tunnel rail link 
project. 

Bechtel, the US engineer- 
ing and project management 
group, acting for all share:' 
holders except for Warburg, 
is understood to have initi- 
ated the idea of involving 
Morgan Grenfell. LCR’s 
other shareholders . are 
National Express, the coach 
and bus services .group, 
SNCF, the . French state- 
owned rail operator, London 
Electricity,. Virgin,-, and 
design engineering groups 
OveArup and Halcrow. 

The move : highlights 
strains within the consor- 
tium from having a mer- 
chant hank as both share- 
holder and ' adviser. 
Warburg was unavailable 
for comment last night 

LCR's original proposal 
for funding the link col- 
lapsed .10' days ago when 
John Prescott, deputy prime 
minister, rejected the con- 
sortium’s request for an 
extra £1.2 bn of state funding 
on top of the £L£hu already 
agreed. 

Mr Prescott gave LCR 30 
days to come up with new 
ideas or the project would 
be taken back into the pub- 
lic sector. 

Chris Knight, a director of 
Morgan Grenfell, said: “We 
have been asked by tbe 
shareholders of LCR . to see 
what the options are follow- 
ing the rejection or fheiir 
original proposals by John 
Prescott." 

It was not cleat whether - 
alternative financing pro- 
posals could be made, given . . 
LCR’s earlier claim that It ’ 
did not believe the link 
could he financed in the pri- ; 
vate sector without , extra 
government help. 


UK NEWS-DIGEST 


PM sure of US 
support on IRA 

!I\jny Blair, the prime minis ter: has returned from 
Washmgton convinced that President Bill Clinton would 
.repudiate SinnF&n, the political wing of the Irish Repub- 
lican Army, if there were a return to violence by the IRA. 
r Mr:BMr was delighted at tbe strength of the US presi* 
doit's criticism of terrorism in the province, expressed 
-during Mr Blair’s visit He is confident that Gerry. Adams, 
the Sinn Fein leader, would be denied access to the White 
House if the IRA resumed its. campaign of terror. Mr 
Adairs could also he refused a visa to visit the US in 
those circumstances. 

Mr Blair said yesterday that Mr Clinton had made clear 
his view that there was a real chance for peace. “His mes- 
sage too was that anyone who returns to violence will 
ttnrT no friends in the White House or anywhere else in 
the US adminis tration." Mr Blair told the ruling La bow- 
party’s local government conference. 

Mr Clinton has agreed in principle to visit Northern 
Ireland, probably hi May. about the time of the deadline 
fbr an end to. the peace talks. - - Robert Peston, London 


INWARD INVESTMENT' 


Japanese companies in $8m move 

Three. Japanese manufacturers will. today announce they 
are to build hew factories in the UK in spite of the strong 
pound and the Asiaii financial crisis. The companies will 
invest a total of £5.2m ($8-68m) m bunding their European 
manufacturing bases in the east Midlands, creating more 
than 200 jobs in the car parts and chemicals sectors. 

Nakagawa Sangyo, which produces fibreglass compo- 
nents fbr car exhausts, is to create 120 jobs in Northamp- 
tonshire over the next three years. The company sells its 
products to suppliers to Nissan, Honda and Toyota. 
Another automotive supplier. Kyoshin Shoji, is creating 
70 jobs in Nottinghamshire, making foam for car interi- 
ors. • 

LJ Specialities, a producer of chemical dyestuffs, will 
employ 20 staff in Derbyshire. A subsidiary of Itochu Cor- 
poration, the company is also locating its new factory in 
an enterprise zone dose to its UK customers. The latest 
inward investment from Japan comes two weeks after 
Aisin Seiki of Japan, the world’s fourth biggest car parts 
producer, said it would build its first European plant in 
Birmingham. Richard Wolffe, Birmingham 

TRADE UNIONS 


Leaders seek recognition deal 

Trade union leaders are pressing for a compromise over 
the controversial issue of union recognition to avoid an 
embarrassing row with the government, it emerged yes- 
terday. • 

Ministers, civil servants nninrwa are. discussing a 

compromise that would involve setting a minimum turn- 
out figure in law for a workplace ballot an recognising a 
trade union. Union recognition would then be secured by 
a simple majority vote. With growing signs of support for 
the trade union position among Labour MPs over the 
weekend, both sides are keen to prevent what could turn 
into a bitter and. divisive conflict. 

Tony Blair, the prime minister, remains committed to 
the principle of trade union recognition but he wants to 
ensure this does not lead to a return of strikes or hit busi- 
ness confidence.' Robert Taylor, London 
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Degussa on Investor Relations 


Find out what we are worth - at 
your local newsstand! 


People who buy shares 
invest more than money. They 
invest rrusc. 

Our shareholders can count 
on Degussa policies as they capi- 
talise on growth opportunities. 

By concentrating on our 
core business, continuing to 
expand our international produc- 
tion capacities and. enhancing 
our global sales network, we do 
what needs doing. 

And it is this kind of per- 
formance that enables, us to serve 
our customers' needs. 


it is also why we invest 
heavily in research and develop- 
ment, in new markets and new 
' products, as 'well as in the know- 
how and capabilities of our most 
valuable asset of all: each and - 
every Dcgussa employee. •• - 
About ail these activities 
we inform our shareholders on a 

regular basis. 

It may be of importance for 
interested investors to know what 
experts and analysts think about 
Degussa. This opinion you can 
read in black and white. Every day. 


For Degussa. it all began 
with gold and silver. Today we 
shine in many more fields. 

http://www.degu5sa.de 
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THIS WEEK 



|Jie Coundl of- Ministers 
- . the European Union’s 
ultimate decision mak- 
— in^ body - has never let 
charges of- hypocrisy disfeact-it 
■from the important business of 
. running a 15-country, union. 

So it will- have no qualms next 
month about holding a'^debate on 
openness behind dosed doors, ft 
looks odd to bar the public - in 
whose name the debate takes 
place from listening- tn - but so 
Sar as some delegations are con- 
cerned. openly discussinr open- 
ness is just not on. " 

They probably would not admit - 
it, however, as openness and 
transparency are all the rage in 
Brussels. 

The craze is partly fuelled by 
the British who have made it a 
goal of -their six-month presi- 
dency. of the EU to open decision- 
making; to: greater public scru- 
tiny, particularly the notoriously 
dense and secretive area of jus- 
tice and hpme affair ^ 

To say its campaign has 



minds discuss openness 


slready hit the buffers would be 
unfair, . But Britain had reckoned 
without the obfuscating tradi- 
tions of many European bureau- 
cracies, especially . those' or 
France, Spain and Belgium. 
These and other countries were 
taken aback by a list of British 
proposals to lift the cloak of 
secrecy that shrouds ■ decision- 
' mak ing on sensitive issues such 
as asylum, im m igration' and law 
enforcement. 

The list included, publication of 
all proposals put forward by 
member states relating to justice . 
or home affairs, more open 
debates in the council, publica- 
tion of agendas and more press- 
briefings. 

That caused alarm. The British 
suggested -press briefings after 
meetings of the notoriously 
opaque K4 committee - the co- 


DATELINE 


Brussels: A 
* British-led 
campaign to 
diminish secrecy 
is agitating 
the Council of 
Ministers, writes 
Emma Tucker 


ordinating committee of senior 
national civil servants that does 
the groundwork for ministerial 
justice and home affairs councils. 

: .But wheeling out a Sir Hum- 
phrey-like functionary to report 


on a morass of conflicting opin- 
ions and attitudes, as is normally* 
the case after a K4 committee 
meeting, was rejected as Unprac- 
tical. Even the Dutch, great 
champions of openness, doubted 
that would serve the greater 
good. 

The British list was whittled 
down to an innocuous set of 
ambitions at an informal meeting 
of justice and interior ministers 
in Birmingham last month, to be 
agreed at their next formal meet- 
ing in March. They endorsed a 
plan to transmit one debate at 
the March meeting live to jour- 
nalists - but not the debate on 
openness. The press would have 
to make do with a round table on 
organised crime. 

Some have questioned whether 
Britain's campaign for openness 
squares with the well-established 


tradition for secrecy of its own 
Whitehall backyard. A request 
from a UK television company to 
film officials from the member 
states discussing a proposed 
directive on air quality was taken 
up enthusiastically by British 
officials in Brussels. 

Not so in London. Mandarins 
at the departments of transport, 
environment, and trade and 
industry tried to quash the 
request. After tortuous pleadings 
to all other 14 member states, it 
seems the crew will be granted 
access. Belgium, which argues 
that the Council of the European 
Union is “not a public library'*, 
mounted diehard opposition. 

One man likely to take bean is 
Tony Bunyan. a journalist who 
has fought for access to Council 
of Ministers documents relating 
to the justice and borne affairs 


council and the K4 committee. 

Last year the Council of Minis- 
ters split 8-7 over a decision to 
deny Mr Bunyan access to K-3 
committee minutes, in favour of 
secrecy were France. Belgium, 
Spain. Germany. Austria. Luxem- 
bourg. Portugal and Italy. For 
openness were Deo mark. Swe- 
den. Finland, the Netherlands. 
Ireland, Greece and the UK. 

Still without the document 1 ! Mr 
Bunyan, who edits the State- 
watch bulletin, complained to 
Jacob SiMerman, the European 
ombudsman, and is optimistic 
that Mr Sodennan, a Finn, will 
find in his favour. 

Heidi Hautaja, a Finnish Green 
MEP, has formally complained to 
the European Court of Justice 
after her request for Council of 
Ministers’ documents was turned 
down. She wanted to know what 


weight the Council of Ministers 
gave to the eight different crite- 
ria used since 1992 to determine 
whether arms exports should be 
allowed. Her demand was backed 
only by the UK. Sweden, Den- 
mark, and Greece, the others 
insisting that disclosure of the 
information would be harmful to 
the public interest- 

Efforts like these, and the fact 
that the revised version of the 
EU treaty agreed at Amsterdam 
enshrines the principles of open- 
ness and transparency, should 
lead to less secrecy. 

There is also the worthy push 
by the British, for wham open- 
ness and transparency has its 
own pitfalls. At the Birmingham 
meeting. Jack Straw, the home 
secretary, proudly announced to 
the press that he was making two 
council documents available to 
the public. Unfortunately, one 
had been available from the 
Council press office for more 
than a week, and the other had 
been circulating since June. 


The Monday Profile; Charles Brady, Amvescap 

A taste for the global future 


A fter two sleepless nights 
and a transatlantic 
flight, Charles Brady, 
chairman of Amvescap; 
the fund management group, 
sported a wide grin and a gl eam 
in his eye. 

He had just been passed a slip 
of paper on which, was written 
the initial market reaction to his 
company's $1.3bn (£790zn) Take- 
over of LGT Asset Management 
10 days ago. The takeover, which 
created the world’s 12th largest 
fund manager with assets of 
almost $250bn, was greeted with 
enthusiasm and the share price 
leapt. It flagged later that day - 
hurt by analysts' fears about 
takeover costs - but Mr Brady 
jumped on a plane and flew to 
meet the troops in New York. He 
spent the 30 minutes he had 
alone in London taking a shower. 

One of Amvescap's advisers, 
with the dark eyes and pallid 
complexion of a corporate finan- 
cier on the day., a deal -is 
announced, looked at him and 
said: “He’s such a traveller.” 

Stamina and endurance are 
useful for the head of a company 
which aims to be a corporate citi- 
zen of the world. Mr Brady is 
keen to call his Atlanta-based 
London-listed company “the 
United Nations of the fund man= 
agement business". 

Mr Brady says he was first bit- 
ten by the globalisation bug that 
now provides a mantra' for. the 
industry to the 1980s, before the 
company's takeover by the Lou- 
don -based Britannia Arrow. "I 
saw then that international 
investing was the way of the 
future,'’ he says. . . . 

Some 10 years later his task is 
far from over. Even after the LGT 
acquisition - which added foot- 
holds in Asia, continental Europe 
and Canada - four-fifths of 
Amvescap's assets under man- 
agement come from the US. ■ 

The group has no global brand 
recognition nor a significant 
presence in the world’s m ain 
markets. Mr Brady knows he has 
work to do. “What we are frying 
to do," he says, “is fill to the 
blanks." He believes he can do 
this by providing at global busi- 
ness with a regional flavour. “We 



want everybody to have their 
own culture while creating a 
company culture. " 

* Mr Brady’s friends .believe that 
this vision is rooted in his 
Atlanta birthplace. Hubert Har- 
ris, a friend since 1969 and the 
head of the group’s institutional 
business, says the birthplace of 
groups such as Coca-Cola is a 
natural home for global ambi- 
tions. “Atlanta has always been a 
city that has looked beyond itself, 
going right back to reconstruc- 
tion.’* be said. “It’s part of the 
culture.” 

Mr Brady, now 62, claims to be 
one of only six native Atlantans 
in the fast-growing city. The only 
son of a General Electric worker, 
he was educated in the city 
before going to the Georgia Insti- 


tute of Technology. After a two- 
year stint to the US navy, he 
started work for a regional stock- 
broker in 1959. 

His entree into fund manage- 
ment says as much about the 
1960s as it does about Mr Brady. 
He applied far a job with Citizens 
& Southern, the regional bank, 
where he was given the compa- 
ny’s standard 25-question psycho- 
logical test by Mills B. Lane, the 
group's president. Mr Lane 
promptly asked the 29-year-old to 
head the new unit 

Mr Brady organised a buy-out 
of’lnvesco, the investment unit, 
in 1978 and built up the company 
before its disastrous merger with 
Britannia. 

Mr Brady now talks of “surviv- 
ing the early 1990s in London’’. 


The UK company. Britannia 
MIM, became embroiled in the 
Robert Maxwell pensions scandal 
and fell foul of the regulators. 

There were attempts to 
demerge Invesco. which was pro- 
viding the bulk of earnings soon 
after the takeover, but Mr Brady 
decided to take control “The ox 
is in the ditch." he told the team 
he bad brought over from 
Atlanta. “And we've got to get it 
but because the ox is us.” 

Mr Brady became chairman of 
the group in 1993. 

The soft-spoken southerner 
appears to have fallen for the per- 
ceived gloss of London's finan- 
ciers. “We didn't think that we 
could convince a Japanese securi- 
ties house that we knew what we 
were talking about with southern 
accents." he says. 

The merger with the UK group 
- cost Mr Brady’s ambitions “two, 
three, four years”. Last year's 
J1.6bn acquisition of the Aim 
Management Group, a US mutual 
fund company, put them back on 
track. 

Friends and colleagues talk of 
Mr Brady’s steady determination. 
“He has a very clear vision of 
what be wants and he is abso- 
lutely tenacious.” said Roberto de 
Guardlola. a corporate financier 
involved in both the Aim and 
LGT acquisitions. Hubert Harris 
calls him “a great flanker", able 
to run around problems. 

Mr Brady is also prepared to 
take a strategic role rather than 
a day-to-day one. Colleagues say 
that while he is autocratic and 
rarely articulates his thinking, 
Mr Brady remains easy to work 
with. Descriptions such as a 
“very human h uman " and “a 
people person” abound. 

Mr Brady is expected to 
attempt to take an even more 
hands-off approach when he is 65 
and to spend more time skiing 
and fishing in Aspen. Colorado. 
One of the important issues now 
is who will succeed him. 

Mr Brady is keen for the board 
to decide. “I’m quite keen to 
become more of a spiritual 
leader," he says. “But, until then. 
I'm just going to enjoy it," 

Jane Martinson 


FT GUIDE TO: 


ROUND-THE-WORLD BALLOONING 


Why would anyone want to fly round the world 
in a hot-air balloon? 

It has been described as the last great aeronauti- 
cal adventure. Spending up to three weeks in a 
cramped, uncomfortable capsule, at the mercy of 
the elements, is not everybody's idea of fun. but 
the first balloonists to circumnavigate the world 
non-stop will enter the record books, and that's all 
the enticement that some people need. There is 
also a Sim (£600,0001 prize from Anheuser-Busch, 
makers of Budweiser beer, but that's just small 
change for some of the participants. 

An expensive business, then? 

It* 5 a rich man's game, or at any rate you need 
sponsors with generosity to match their forbear- 
ance. These are among the world's largest, most 
technologically sophisticated balloons, and financ- 
ing each project costs hundreds of thousands of 
dollars. No wonder, therefore, that the exclusive 
club of would-be global balloonists includes mil- 
lionaires such as Richard Branson and Steve Fos- 
sett. The American’s Solo Spirit balloon and 
Branson's Virgin Global Challenger were joined 
by the Swiss-sponsored Breitling Orbiter team in 
last year’s failed attempts. All three were back 
again this year, and were joined by veteran hot 
air balloonist Kevin Uliassi in J.fUnee, name d 
after his wife, and the two-man Global Hilton 
balloon. 

So it's chocks away for an exciting contest? 
Don’t get carried away. A string of mishaps and 
reverses in recent weeks has left the way clear for 
Branson's Challenger. 

Oh dear. Is it really that difficult? 

Yes. there is such a lot that can go wrong. It could 
be a fairly basic buoyancy problem with the 
teams’ “rozier”-type balloons, which contain both 
hot air and helium sections, sharply reducing the 
need to drop ballast The Virgin team got the 
balance between helium and ballast wrong last 
year, while this time round Uliassi and the Hilton 
team had to withdraw after parts of their balloons 
burst Alternatively, somet hin g prosaic but impor- 
tant could start playing up, like the leaky 
kerosene fuel pipe to last year's Orbiter. Some of 
this year’s mishaps have simply been embarrass- 
ing - Orbiter 2 fell off a lorry during an 
unloading mishap, and the Challenger came loose 
from its mooring and fetched up in next-door 
Algeria. 

You would have thought the teams would have 
learnt from last year’s failures, perhaps? 

They have. The balloons and their systems have 
been partly or heavily redesigned, but it still 
doesn’t guarantee an easy ride. Fossett’s 
improved cabin heater and propane burners 
played up, contributing to an unscheduled early 
landing for Solo Spirit. In any case, there's more 
to worry about than technology. 


Ah. the weather, presumably? 

The weather, and politics. Individually or together 
they can ruin the most carefully planned route 
map and fuel-use calculations. The balloon teams 
aim for a January-to-March “window” when higb- 
altitude jetstream currents, which can carry a 
balloon along at more than 20Cikph. are at then- 
strongest. The trick is to find the right jetstream 
as quickly as possible Marrakesh in Morocco, 
the Challenger's launch site, is a pretty good 
place to start - to conserve fuel for the long trip. 
But the stream can consist of many fickle loops 
and branches, and this year the climatic phe- 
nomenon known as El Nifio is adding to uncer- 
tainty. Politics enters the equation when it comes 
to negotiating overflying rights. Fossett was 
delayed last year because Libya initially denied 
permission to overfly, and last week Orbiter 2 had 
to abandon its voyage after China delayed giving 
the green light for the balloon to cross its air- 
space. 

It all sounds fraught with difficulty and. frankly, 
a bit hairy. Is it safe? 

None of the round-the-world challengers have 
been killed, but there have been close shaves and 
plenty of derring-do. Alex Ritchie, a mechanical 
engineer, was credited with saving Branson's life 
last year alter an emergency rooftop climb to 
release a fuel canister and gain height. This year, 
Orbiter 2’s Andy Elson bad to abseU over the end 
or the capsule to fix a leaking seal. Dick Rutan 
broke a hip after bailing out of the Global Hilton 
- he struck a fence post as he landed. 

So what is the furthest and longest the rival 
teams have managed, and will anyone ever com- 
plete the course? 

Fossett, in spite of using an unpressurised capsule 
which forced him to fly under the jet- 
stream. got furthest last year, travelling 16.681km 
from St Louis to India and setting a duration 
record of six days, two hours and 44 minutes. But 
Orbiter 2 set a new duration benchmark last 
week, landing in Burma after an 8.473km flight 
that lasted nine days, 17 hours and 15 minutes. If 
Branson launches in the next few days and fails 
to win. some or ail of the teams will be back next 
year. The odds are stacked against them, but 
eventually, someone will get a clear run. 

Does any of this activity serve a useful purpose, 
apart from further inflating certain super-egos? 
Let's not be too cynical. It's an excellent way to 
lest the latest high-tech materials. There can he a 
scientific spin-off - Fossett’s capsule carried a 
Nasa/Jet Propulsion Laboratory payload to mea- 
sure the earth's atmosphere and help plan a 
possible robotic balloon mission to Mars or 
Venus. And it helps the UK's world-leading bal- 
loon industry, which built all this year's craft, fly 
the flag. 

Andrew Baxter 



Economics Notebook • Robert Chote 


European -style inequality 

Technology is not responsible for continent's unemployment problem 


iat a difference a year makes; 
the World Economic Forum 
1997, all the talk was of 
ether European economic and 
dietary union would begin on 
le and of how many countries 
uld take part But by the time 
‘ great and good reconvened 
Davos last weekend, .it was 
ren for granted that Emu 
uld be widely based and that 
vould start on schedule. Inter- 
focused instead on the stnic- 
nl reforms to Europe's econ- 
iy that Emu would demand. 
Jary Becker, the Nobel prize- 
ining economist, said it was 
ndamentally wrong and per- 
ious" to blame increased use 
high technology for Europe's 
employment problem. He 
isted that the main causes 
re rigidities to the jobs mar- 
, inflexible wage bargaining 
I onerous taxes on labour, 
dr Becker conceded that the 
eralised US model delivered 
!er disparities in wages along* 
e higher employment. But he 
rued that European -style 
quality was worse: unemploy- 
nt was concentrated among 
men. the young and the 
skilled, while the poor found 
nuch more difficult to escape 
poverty trap than their coun- 
oaris in the US. 

Teniy • of businesspeople 
eed with Mr Becker’s policy 
scriptlons. Serge Dassault, 
urman or Dassault Aviation, 
French aircraft maker, said 
was impossible to describe 
at had been done to reduce 
Mnployment in his country, 
j- to describe what had been 
it 1 to raise it. He despaired of 
ns to cut the length of the- 
ic ing week and bewailed the 


payroll taxes that raised costs 
above those of his competitors. 
He said;. "It is not fashionable to 
talk about flexibility', and yet 
this is an answer to all our prob- 
lems." 

Flexibility may be an answer 
to some of Europe’s problems, 
but it is not the answer to all of 
them. The approach of monetary 
union, reinforces the fact that it 
is as important to ensure an ade- 
quate demand for labour as it is 
to encourage adequate supply. 

One of the few Davos partici- 
pants to make this unfashion- 
able observation was Paul de 
Grauwe, professor of economics 
at Belgium's Catholic University 
at Louvain. “One can argue that 
precisely because the European 
supply side is so rigid the 
responsibility for regulating 

aggregate demand is more 

important,” he said. 

Mr De Grauwe noted that over 
the past 30 years the US and 
European economies have seen 
unemployment rise during reces- 
sions while economic upturns 
show a different pattern:, unem- 
ployment returns to its pre-reces- 
sion levels to the US, but makes, 
up only some of its lost ground 
in Europe. 

The increases in European 
unemployment in the past three 
decades have centred on reces- 
sions around 1975, 1981 and 1992. 
“It is difficult to see how labour 
market rigidities and taxation of 
labour, which have not changed 
much during the period, can be 
held responsible for the sudden 
surae of unemployment during 
the early 1990s." Mr De Grauwe 

said- „ .. 

The difference between the 
structural characteristics of the 


European inioiMtaiy poUcysifeo tight 
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US and European labour mar- 
kets are much discussed -* and 
much bewailed - but how have 
demand managemen t policies in 
the two continents differed? 

Look at the ll European coun- 
tries that are likely to join the 
single currency In the first wave. 
As the chart above illustrates, 
their short-term real interest 
rates (adjusted for inflation) 
were maintained well above S 
per cent throughout the early 
1990s recession. But in the US, 
the Federal Reserve was -happy 
to see real interest rates drop to 
1-2 per cent, The policy stance In 
the EU-ll was driven by the 
need to emulate high German 
interest rates to peg their cur- 
rencies to the D-Mark. 

Budgetary policies, were more 
similar. The EU-ll applied fiscal 
restraint from 1991, reducing 
their structural budget deficit 
from -L5 per cent of gross domes- 
tic product to less than 2 per 
cent last year. Meanwhile, the 


US reduced its structural deficit 
from a hi gh of 4 per cent in 1992 
to less than 1.5 per cent last year 
- without even the discipline of 
the Maastricht criteria. 

Demand policies were respon- 
sible for deepening the recession 
in Europe and contributing to 
the rise in unemployment As Mr 
De Grauwe argued: “The defla- 
tionary demand policies pro- 
duced a significant number of 
the European unemployed. The 
labour market rigidities then did 
the rest and condemned a large 
part of them to remain unem- 
ployed." 

Like Mr Becker. Mr De Grauwe 
downplays the importance of 
technological change - and the 
resulting shift in demand away 
from unskilled labour - as an 
explanation of European unem- 
ployment In addition to exces- 
sively deflationary demand man- 
agement. he blames Europe's 
combination of unemployment 
benefits and high taxation. 


These mean that low s foiled, low' 
paid workers get little reward for 
work effort. 

When an economic downturn 
increases unemployment, part of 
the skills that the newly unem- 
ployed accumulated at work are 
lost, so each of them shifts down 
the skills ladder. Tor most high 
and medium skilled workers this 
does not change the incentive to 
look for a new job," Mr De 
Grauwe said. “At the low end, 
however, the downward move- 
ment radically changes these 
incentives. The less skilled they 
are. the stronger the downward 
slide into the unemployment 
trap that the protective system 
has created.” 

This analysis implies a variety 
of policy responses. These 
include better education and 
training to protect people from 
the less of on-the-job skills, with 
assistance focused on the 
long-term unemployed. Reform 
of the tax and benefit system is 
also important, although this 
means persuading workers to 
accept less wage protection. 

But sound demand manage- 
ment matters too, especially 
while these reforms are being 
undertaken. Measures to help 
entrepreneurship and encourage 
new business can be important, 
but so too Is the unglamorous 
task of interest rate setting. 

Wim Duisenberg, the would-be 
head of the European Central 
Bank, said in Davos that "a mon- 
etary policy tougher than is nec- 
essary" did not appear in his 
vocabulary. Europe’s unem- 
ployed and low-skilled workers 
will have to hope that this goes 
for the rest of the ECB’s policy- 
making council as well 
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MANAGEMENT 



John Will man dips into the management wisdom of ice-cream makers Ben & Jerry 


D o you find it bard to 
express your social 
values through your 
business life? If so. 
you are suffering from bifurca- 
tion - a term Invented by Ben 
Cohen and Jerry Greenfield, 
founders of the Ben & Jerry's 
ice-cream parlour cbain. 

They reckon many top execu- 
tives are "wonderful, caring 
people" with social consciences 
who are concerned about the 
problems of the world and do lots 
to help disadvantaged people in 
their private lives. But at work 
these values have to be put aside 
in favour of the cut-throat tactics 
required for the relentless pur- 
suit of profit. 

Ben and Jerry have the solu- 
tion: become a socially responsi- 
ble business and you will make 
even more profits. Their new 
book tells you how, drawing on 
their own experience and that of 
other “values-Ied" businesses 
such as Body Shop and Stony- 
field Farm Yoghurt.* They 
rightly point out that business 
has become the most powerful 
force in society, influencing elec- 
tions. the media and consumer 
behaviour. It does this In its own 
narrow self-interest - unlike the 
church and government, its pow- 
erful predecessors, which aimed 
to promote general welfare. 

If business does not take on 
some responsibility for the wel- 
fare of society as a whole, argue 
Ben and Jerry, we are on the 
road to destruction. And the good 
news is that businesses that take 
on such responsibilities can be 
highly profitable - inspiring the 
loyalty of consumers, employees 
and suppliers. 

They call it "leading with 
values' 1 and it has certainly 
worked for these two children of 
the 1960s. Ben was a college drop- 
out and Jerry a failed laboratory 
assistant when the two school- 
friends decided in 1977 to start 
making ice cream in Burlington, 
the largest city in the rural New 
England state of Vermont. 

They chose Burlington largely 
because there were lots of stu- 
dents there and no real competi- 
tion. Today they have built a 
business with 700 employees, 
three plants and 130 parlours 
across the US - plus some la 
Canada and Israel 
Other companies make luxury 
ice cream; what Ben and Jerry do 
differently is use It to support 
causes they believe in. These 
include the Brazilian jungle, 
which supplies the nuts for Rain- 
forest Crunch flavour, Vermont's 
dairy farmers whose milk they 
use and Greyston Bakery in 
inner-city Yonkers, New York, 


Y'S 


Large scoops of 
social values 



which makes the ingredients for 
Chocolate Fudge Brownies. 

Ben & Jerry's campaigns for 
voter registration, opposes 
nuclear power and supports the 
Children’s Defence Fund which 
advocates rights for young 
people. More controversially, it 
took the lead in organising a 
group of businesses to oppose the 
1991 Gulf war with an advertise- 
ment in the New York Times. 

When the company needed 
money in 1984 to build a plant, it 
went public with a share sale to 
thousands of Vermont residents 
only - offering the community a 
stake in the business. Nearly 1 
per cent of Vermont families took 
up the offer, a third of them pay- 
ing $126 (£75) for the minimum 10 


shares. Today the company has 
13,000 shareholders across the US 
and annual sales of $175m. It 
gives 7.5 per cent of its pre-tax 
profits to the charitable Ben & 
Jerry's Foundation and 5 per cent 
to employees. 

Ben and Jerry believe they can 
demonstrate the importance of 
their values-led approach In such 
success. Employees are more 
motivated, bringing "their hearts 
and souls as well as their bodies 
and minris to work with them”. 

Suppliers such as the Vermont 
dairy farmers are more willing to 
support the company in swindl- 
ing to organic ingredients. And It 
was Ben & Jerry’s loyal custom- 
ers who forced H&agen-Dazs to 
back off when it tried to freeze 


them out of the distribution 
chain in 1984. 

Yet the book - a mawkish com- 
bination of explanation, testi- 
mony from supporters and dia- 
logue between the two founders 
- suggests it is not quite so sim- 
ple. As employers, for example, 
Ben and Jerry engagingly admit 
to severe shortcomings. 

Their regular staff survey 
shows poor morale, with only 29 
per cent saying "things run 
smoothly in the company". 
Despite claiming the best benefits 
in the world, Ben & Jerry's 
employees do not feel well- 
treated - one reason being they 
get a smaller proportion of prof- 
its than the good causes the com- 
pany supports. 





Their recipe for success 
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• Look for goods in all the right 
places 

Buying from values-led suppli- 
ers has much more social impact 
than donations from profits - 
and builds relationships that can 
give you a competitive advan- 
tage. Develop products with 
ingredients that make a positive 
social impact. 

• Turn values into value - 
values-led finance 

Raise finance from the commu- 


nity, invest in companies that 
make a positive social impact 
and use banks that adopt ethica l 
policies - customers will be more 
loyal and employees more pro- 
ductive. 

• Franchises and “partner- 
shops” - values-led retailing 
Retailers that put themselves 
at the centre of communities 
attract more customers. And 
working in partnership with eth- 
nic minorities and disadvantaged 


communities is an investment for 
the future. 

• Marketing for real 

Values-led marketing involves 
going out there and saying who 
you are. 

It builds long-term relation- 
ships with customers which are 
more enduring than those cre- 
ated by traditional approaches. It 
offers a unique selling proposi- 
tion that differentiates a business 
from competitors. 


“lake many people who start 
their own companies, we're 
pretty headstrong,” write. Ben 
and Jerry. “We tend to have 
incredibly high standards ami to 
focus on what goes wrong as 
opposed to feeling good about 
what goes right. That can be 
^pretty hard on people.” 

The policy that no one earned 
more than seven times the lowest 
salary had to be jettisoned in 1995 
to attract a new chief executive. 

' He was turfed out after just 18 
months, however, to be replaced 
by Perry Odak, chief operating 
officer of US Repeating Arms, 
which makes Winchester guns - 
an odd appointment for a com- 
pany in favour of gun control. 

' When it comes to environmen- 
tal issues, Ben and Jerry 
acknowledge that McDonald's is 
better in using chlorine- free 
materials for packaging. '■ The 
hamburger chain is also more 
successful in supporting busi- 
nesses run by ethnic minorities. 

And while sales have contin- 
ued to grow, the company found 
itself in the red in 1994, under 
pressure from competitors; 
higher ingredient prices and 
declining interest from increas- 
ingly health-conscious consum- 
ers. 

"We're a publicly held com-' 
pany that has not offered great 
financial returns for Its share- 
holders in the recent past,” the 
two founders admit. 

Ben and Jerry - who have both 
dropped out of day-today man- 
agement of the company - 
remain staunchly committed to ■ 
their values-led approach. Elimi- 
nating it would make it less prof- 
itable, by throwing away their 
competitive advantage, they -say. 

And they blame a system that 
evaluates the success of a com- 
pany- solely by the profit figure. 
Business can play its social role 
only, if it adopts a two-part bot- 
tom line to measure success: an 
audited financial statement on 
the management of the company, 
and a "social bottom line" on 
how well the company is doing in 
meeting its social mission. . 

The trouble with this sort of 
approach, however, is that it 
implies equal weight for both 
measures. As Ben & Jerry’s has 
discovered in recent years, the 
financial bottom Tina has to take 
priority, since without adequate 
profits little can be achieved on 
the social mission. 

*Ben and Jerry's Double Dip. pub- 
lished by Simon & Schuster 
(£16.99), can be ordered from FT 
Bookshop on FreeCaU 0500500 635 
(UK) or +44 181 324 5511 (outside 
the UK). Free p&p in UK 


• People power - values-led 
human resources 

A values-led business can pro- 
duce an incredibly motivated 
workforce. That means selecting 
people with the greatest poten- 
tial. training them and then 
encouraging them to do the job 
well, in line with the values of 
the business. 

• Mix business and politics - 
take a stand on social issues 

A business can win in the short 
term at the expense of society, 
but that Is not a sustainable posi- 
tion. When society falls apart, 
business will foil apart as well 


MV SECRET WEAPON 


Alec Reed on muddled think i n g 


Daring to 
be; different 
and to be 


Alec Reed, bom in 1S3L tats 36 ' 
when he founded Reed Executive, 


turnover of about, £200m . Be ■: 
subsequently f bunded a member 


Medicare, a5Mmmch drugs***;' 
solcrfer£2bri bt 1986, and’ 
charities' Audi as Ethiapaid, \\- 
lotacfe supports protects in 



.'■enterprise. tmd trmopatioriat: ■ 
RoyalBottowayCollege, 
University qf London. . 

;; . : My secret weaponis . 

jj .- muddled thinking. 
-gjj Bl fc WhenT wasdoing 

national service, I went 
, before m officer .- • 
selection board and foiled. I 
1 wentagafo and failed again. 

- When afterwards I asked the . 
brigadlerwhy, the reason he 
-gave was “muddled thinking”. 

frwould saymy thinking was 
Awprpwt - not -qmiMleA.- Tn he . 
suecesafltf, yirahaveto be .-. 

- ; diffCTBnt. lt is useful to be 

~ different. R: will-make you; \ 
either a successor a failure. - - 
r V Innovation is my great love; 
.-That/is why T.starteff my own - 
. business . .When. T.used .to put 
Out Ideas as a 25-year-old, they 
would go to a committee and -' 

! never; getanywhere. ..- j . , _ j” 

- ' It is just so much ffoi having. 
Ideas f don’t mix ideas with 

avaluatic^Tdoh'thave the ■ ” 

' energy- to see every One of toy • 

. Ideas through. T just lftetoLtoss. 
ideas out to people and \ '? 

. hopefully some are- worth':' ; .V. 
picking up. :7:. : 

A great thing^ of miheis that 
we have a suggestion scheme ;; 
With a difference. We geTpwr 
300 ideas a monthfrom .mix 


pledged to award £600a month 


quick and db^xpugh andv': X\- 

^sfcftwoes is bureancracy^ A ' V 
^All ; , the ideas, sriWth^ffiey.; ’ ; 


■to erecutires. Itputeofrtthe - 
• message that ideas are ; valued. : 
Ideasare very precious: ' : ; - 
/. People alMneed to know how 
to share their ideas. You. get the 
depression thatermyoniEhas 
been jumping up and down ': : 
about the three Bs : - knowing 
: how to.read, write and do . 

7- arithmetic. Bat I'canbptr , 
remember an employer in 30 
years mention thethree Rs; 

-Blit across the spectnma you ‘ 
need the Cs -r things hke. . / : ' 
communication; co-gperittiou; : . 


of industry arte all charffung - '' 
ail tite ones I have met anyway; 
f Itseems to meto^mWlbadsof 
■ people. who candethOBe jobs. 


V What distinguishes them is 
their charm. They have to 
- persuade fellow directors '-to 
appoint theco. 

We are known to be 
innovative. We are known to be 
eccentric. I think I am thought 
to be very odd in the industry. I 
" don’t conform. ! get bored with 
: things..! like starting things bnt 
I am not so interested In 
v running them. I have had too 
many hares to chase. People 
./ who have come into the market 
after me have made a. great er 

- Success of things. It is a cause 
far reflection although it does 
not worry me. The company is 
.dotngwelL - . 

. - I aspect if I was more 
" disciplined ! would be much. = 
more successful. I do run my 
business differently from most 
people. For decades 1 have not - 
hetea interested in budgets, ■ 
although jam an accountant ' 
With this sort of business; we 
are not making long-term' : " 
decisions so you do not have to 
have welLdefined budgets. It is 
a very cyclical business and 
defies longterm budgets. 

I am a sloppy old jelly 
compared to some people who 
... rimcompaniesiThere is-a lot of 
• freedom. What.we try to do is - 
. give theindividual leeway. We 
don’t caB the people who woric 
for us employees. We call them 

— comembers: Our whole belief is 
. inpeople.Wereally do mean it 
' . Peculiariy. I am responsible . 
for graduates in this company. 
Ifl believed incapitalism. I 
would be fookingai the balance 
sheet. lt may be more important 

- in recesffions btrt at the moment 
, - 1 am more concerned -with 

getting good people. 

People are the most important 
factor for success. Ihave been 
. saying for five years that 
capitalism is dead and 
. *peopletsm” thrives/ Everything 
is znoving.at such a fast rate 
that the defining foctoir in. 
successisn’tcaidta] 

'«'• anymore-^ What is ’ 
more important now '■B gBrasa 
-. ifrnot .the foctory _ •_ ; 

Inff the people yon ■ 

: aqploy . within it , 


Vanessa Houlder 
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Why conventional wisdom about 
non- executives may be wrong 


Academic Excellence and 
Practical Business Relevance 

The Judge Institute' is a provider of innovative, intellectually challenging and practical 
management education. The MBA brings together students from over 30 countries. 
Teaching encourages critical reflection and creativity, and promotes co-operative 
learning through cross-cultural team work- 

Wc are looking for people with a rich variety of backgrounds, at least two years of work 
experience and outstanding academic achievements. 

The programme is available as a one year full-time course or a two year sandwich course. 

For more information contact: The Graduate Office, 

The Judge Institute of Management Studies, The University of Cambridge, 
Trumpingron Street, Cambridge, CB2 1AG, UK. 

Teh *44 (0) 1223 33705 172/3 Fax: +44 (0) 1223 339581 
E-mail: mba-enqmrics@eng.cani.ac.uk Internet: hrtp-J/www.jims. cam _ac.uk 
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Dear Professor Hunt, 

As the finance director of a pharma- 
ceuticals company l was interested to 
read your recent reply to a question 
about the top team. You implied a 
team made up of five or fewer people 
of similar backgrounds, who had 
close, informal relationships, was 
more likely to produce better returns 
for shareholders than a large, diverse, 
formally structured top team. 

Does the same apply to the board? 
Are smaller, cohesive boards more 
successful than larger, independent 
boards ? If so. aren V trends in corpo- 
rate governance taking us in the 
wrong direction? 

Prof Hunt replies: 

The “best" corporate governance, it 
is constantly argued, comes from 
highly independent boards made up 
of a majority of non-executive 
directors with diverse interests. 

The job of these non-execs is to 
guard religiously the separation of 
the roles of the chairman and chief 
executive and to chair important 
sub-committees (remuneration, audit 
and so on) to ensure impartiality 
and protect shareholders’ interests. 

In practice, it is rare to find this 
model of Independence in successful 
family businesses or public compa- 
nies where one family is manageri- 
ally dominant. In these organisa- 
tions, the top team and the board are 
often almost identical and even if 
noo-execs do outnumber the execu- 
tive directors, the nomination com- 
mittee is invariably chaired by the 
chief executive, who happens to be 
the chairman as well. Like it or not, 
this model seems to work and such 
companies can outperform the most 
independent boards. 

What has been lacking in the 
debate about corporate governance 
is a rigorous, research-based assess- 
ment of the two models: indepen- 
dence and distance, versus 
dependence and close relationships 
between members of the 
board. 

A study just completed in Austra- 


John W. Hunt 

Advises 


lia attempts to rectify this lack of level of sales growth. Conversely. 


data. Melinda Muth at the Austra- 
lian Graduate School of Management 
examined the relationship of board 
structure and -company performance 
from 1992 to 1994 ("Stewardship The- 
ory and Board Structure: A Contin- 
gency Approach”, Corporate Gover- 
nance, vol 5 no 1. M. Muth, January 
1990). 

What she found was that cohesive, 
integrated, smaller boards, where 
the roles of chairman and chief exec- 
utive were combined, showed 
greater returns to shareholders than 
boards in which Independence and 
separation of roles were closely prac- 
tised. That is. the ; ; l. 

conventional wis- t— 


the more dependent, cohesive, and 
supportive boards were, and the 
smaller they- were, the better the 
company’s performance both in sales 
and in returns to shareholders. In 
the most' successful companies, 
the chairman and the chief 
executive were one and the 'same 
person.' 

She found that the key moderating 
variable in all this appears to be the 
number of external links maintained 
by board members. Surprisingly, the 
more independent the board and the 
greater the number of board mem- 
bers' ey t* a r na t connections the lower-- 

— — — ; shareholders' 

returns and sales 


In the most successful 


pendent board " cnifipa 

""id.” 0 * 6UP chairma 

Ms Muth ana- chief eXfo 

lysed the boards fi3>TT1 

of 145 companies me 
- they were the 
largest by market capitalisation and 
sales revenue listed on the Austra- 
lian Stock Exchange. She assessed 
biographical data on almost 1,000 
executive and non-executive direc- 
tors. 

She also had access to company 
returns to the Australian Securities 
Co mmis sion an d examined data pub- 
lished by the stock exchange - 
growth in profits, return on assets, 
return on equity and growth (or oth- 
erwise) in shareholder wealth over 
the period. 

She found that the more indepen- 
dent the board, the lower the returns 
to shareholders and the -lower- the 


companies, the 
chairman and the 
chief executive were 
the same person 


ties, me trast, board mem- 

i and the ^ ,wia ““T 

external coan.ec- 

itive Were tlons in compa- 

: p erson 

agerially . con- 
trolled boards were associated with • 
higher returns and growth. • 

Ms Muth debates why this should 
be so. She proposes that same of the 
professional nofrexecs, whose contri- 
bution through external connections ' 
one might have thought would be 
valuable, were, m fact, overloaded, 
unprepared and compromised. They ? 
sat. on too manjr boards. did not read , 
papers and Were faced with conflicts 
of interest. . - V . . 

If the lifestyles of well-connected ' 
non-execs are dependent on obtain- 
ing and maintaining numerous seats', 
on a variety of bobrds, then it-is in i - 
their interests- to - direct their . aner- : 


gies toward increasing their pres- 
tige, power and influence, rather 
-.than any board’s immediate needs. 
Social connections may be pursued 
for their own sake, rather than for 
their value to the company. 

Anyone who works with boards 
will know, of the over-tenured, silent, 
sleepy directors whose usefulness is 
- questionable. Yet tolerance of under- 
performance in order to preserve 
social connections is common. The 
very independence of the non- 
executives may create a form of 
self-perpetuating group cohesion 
which makes it difficult for members 
to agree to kill off one of their 
own. 

This Australian study has 
reminded us that there is a dearth of 
research on how boards actually 
operate. Data are available on who 
sits. on boards, on the social connec- 
tions of both executive and non- 
executive directors, on the similarity 
of social backgrounds . and what 
functions boards perform. 

But how members actually behave 
and what the . consequences are of 
that behaviour remain forbidden ter- 
ritory. In this sense, boards, like 
J uries, are amo n g the few remaining 
institutions where the evaluation of 
group dedsion-making is based more 
on rumour than fact. 

Ms Muth concludes that her 
research is exploratory and therefore 
speculative. But if is no more specu- 
lative than the conventional wisdom 
about best, governance practice, 
which is built around anecdote a-nfl 
intuitive or social, appeal, rather, 
than hard facts. - 

It is increasingly common to 
assess top teams of executives and 
how well they woric together. It fa 
high time the same depth of assess- 
ment was applied to the perfor man ce 
of boards. 

Jokn_W. Bunt is professor of arganU 
sational behaviour at London Busi- 
ness School ahS a consultant to pri- 
vate and public-sector clients . This 
column appears fortmghtiy; • ' 
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Battle of the brandsrthe Gaines provide a unique challenge to win recognition by hundreds of millions of viewers worldwide 


Let the brands begin business 

It is not only the athletes who compete for gold at the Winter Olympics, says John Willman 


T he Olympic Winter 
Games have opened 
in Nagano, . with 
more than 2,500 ath- 
letes competing for the. cov- 
eted medals in 68 events 
ranging from downhill rac- 
ing to curling. 

Less reported - b ut no less 
competitive - is the battle of 
some of the world’s largest 
consumer companies to pro- 
mote their brands through 
an event that has truly 
global reach. 

Coca-Cbla, McDonald's, 
Kodak, IBM, Xerox, Sam- 
sung and Panasonic are 
among the elite' group of cor- 
porate partners that - have, 
paid about $30m (m.fiOrn) to 
see their logos projected 
around the world 'over the 
two-week span of . the games. : 

But one logo above all oth- 
ers will be recognised by the 
hundreds of millions of view- 
ers worldwide: the five rings 
which are the symbol of the 
modem Olympic movement. 
And for the city that hosts : 
the event, it is an opportu- 
nity to imprint itself on the 
minds of those watching the 
games with its . own logo, 
which appears above the 
International Olympic Com- 
mittee’s rings as the emblem 
of the games, v • 


. ..Hosting . .the Olympic 
Games can be a. risky busi- 
ness. Montreal’s 1976 sum- 
mer games left the city in 
debt while Atlanta's games 
achieved notoriety for 
glitches in organisation and 
the tawdriness of some com- 
mercial activities around the 
periphery. ' 

But Los Angeles managed 
to impress the world with its 
well-orchestrated 1984 sum- 
mer games which also set a 
model for making the event 
pay for itself. And mountain 
resorts such as T.ilTfthammpr 

in Norway and Whistler in 
Canada, have established 
their winter sports creden- 
tials. through the games. 

But there is much more to 
the .coverage of an Olympic 
city than the -pictures broad- 
cast during the gamps. 

The sponsors, for example. 
Will use its name in ail their 
adyertiinng.Tbe logo' is thus 
an opportunity td - plant 
images. in people's minds, 
creating the sort of associa- 
tions sought by marketing 
professionals when branding 
products from" cola to cars. 
That branding can survive, 
long after the games. . 

. Barcelona, which staged 
the 1992 summer Olympics, 
used the opportunity to . 


rebuild and rebrand the city 
- conveying an image of ele- 
gance and joie de vivre. “The 
games were an excuse to 
transform the city," says 
Joan Clos. Barcelona's 
mayor. 

' However, the main object 
of the branding exercise is to 
help in raising the finance to 
stage the games. The sale of 
broadcasting rights will gen- 
erate more than $300m for 
Nagano - half the city’s 
Olympic organising commit- 
tee’s revenue. Most of the 
remainder must come from 
sponsorship and merchandis- 
ing, In which the use of the 
logo will play an essential 
part 

The organising committee 


for the 2000 Olympics in Syd- 
ney, Australia, for example, 
expects its logo to help raise 
£550m in merchandising 
income. The logo features 
three Aboriginal boomerang 
shapes Joined in a stylised 
image of an athlete. 

For Nagano, the logo is a 
snowflower, reflecting the 
venue’s concern for environ- 
mental considerations in 
staging the games. 

The design was by Lander, 
the international branding 
consultancy which created 
the official symbol of the 
1996 Atlanta games. It has 
been involved in brand 
design for companies such as 
PepsiCo, Federal Express 
and Shell. 
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customers 

A sense of the web’s potential is dawning on US insurers 



S insurers face one big 
obstacle to selling policies 
online: their own agents. . 
The industry has been, 
dominated by its own sales staff, and 
fear of them has prevented most insure 
ers from even experimenting with dis- 
tribution channels. 

But recent surveys show that they 
are overcoming their fears. : 

Michael Pollack. & principal at Bora-. 
Alien &. Hamilton^ ' says: ^Insurers 
have made significant progress on the 
internet over tbe last year, but since 
they were so far behind they have: still, 
got a long way to go. But we've found 
that a lot of forces converge to change 
the life Industry." 

The greatest force Is desperation: 
insurance is a. mature ..market.- The 
amount US insurers have received in 
premiums has grown by less than the 
rate of inflation each year for a 
decade. Nimbler financial services are 
occupying their territory. 

Commer cial hwnks and stockbrokers 
have been . delivering services across ' 
the web for years. Charles Schwab of 
San Francisco has transformed the 
industry, coining. Cram nowhere, to be 
by far the largest US discount broker. 
Half of its trades are conducted on the 
internet. 


Insurers are now edging cautiously 
that way. A survey by Canning & Com- 
pany, a Connecticut-based group 
which researches the insurance indus- 
try, found that it was undergoing a 
“cautions yet calculated revolution". 
It found that 14 per cent of the largest 
US insurers were using the internet, 
while 38 pet cent had abandoned their 
policy of using only one distribution 
channel in favour of several. 

. Several ventures offer the chance of 
an insurance equivalent to Schwab. 
InsWeb, set up jointly by 11 insurers, 
offers quotes from companies includ- 
ing A1G, American Express and State 
Farm It is forming links with the 
most popular web sites, and offering 
partners the opportunity to brand the 
service as their own. But doubts about 
the internet's potential persist A few 
extra sales across the internet could 
easily be out-balanced by defections 
from agents. 

Bud Wilson, president of the Inde- 
pendent Insurance Agents Association 
of America, warns: “To now have to 
compete against an insurance com- 
pany which rye poured money into for 
years and years strikes me as a little 
bit of a problem. It’s a bitter pill.” 

Early attempts to use the web have 
tried to terorporate agents. According 


to Bora-Alien, 66 per cent of insurers 
offer location services which allow 
users to find the name of an agent 
near them, but only 8 per cent allow 
customers to start the process of buy- 
ing a policy. 

There are other drawbacks. The 
orthodoxy Is that insurance is "sold, 
not bought", and that web surfers are 
unfikeiy to seek out an insurance site. 

Bora-Alien also found that 87 per 
cent of insurers feared the Internet 
would intensify price competition. 

Virtually all property and casualty 
.Insurers worried that online sales 
could damage retention rates, as buy- 
ers across the Internet were more 
likely to shop around. 

But the biggest problem, which 
insurers know they must overcome, 
concerns the sales culture fostered by 
the Industry’s reliance on agents. As 
Steven Bowman, chief exeentive of 
Ibsa, another insurance web service, 
puts it: “For 100 years or so they've 
viewed themselves as product provid- 
ers. When they advertised, they were 
advertising to and for agents, not the 
consumer. Now they have to find out 
how to do business with the con- 


sumer 
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War of portals starts here 



The news that 
Netscape 
Communica- 
tions may be 
on the block - 
reported In 
the- US press 
last week - is 
unlikely to 
make many of the compa- 
ny's investors happy. The 
Netscape stock price has 
stayed above $30 (£1750) for 
all but a few weeks since the 
company's -flotation in 1995, 
so most of its shareholders 
are doomed to lose money by 
any sale. 

One feature of the compa- 
ny’s state is particularly 
interesting: the likely fate of 
its home page. America 
Onlin e, the world’s . most 
powerful online service, was 
reported at the end of last 
week as saying that it might 
be. interested in buying, if 
not Netscape itself, then at 
least its home page. 

The reason for this is not. 
bard to see- Although Net- 
scape took time to wake up 
to. its potential, the Netscape 
\i*eb site is erne of the compa- 


ny's most important assets. 
Tens of millions of people 
who use the Netscape inter- 
net browser get sent to the 
company home page every 
time they log on. 

Every day it directs mil- 
lions of people to the Net- 
scape site - creating in the 
process a huge inventory of 
potential advertising sales. 

AOL has been one of the 
first companies to recognise 
the value of "portal" sites 
such as Netscape’s. 

After years of focusing on 
its own customers, AOL is 
now aggressively pushing a 
web site •— wt&v/.ooLcom — 
accessible to anyone on the 
internet, and which prom- 
ises han dsome revenues 
from ad sales. 

But AOL is not the only 
one. Other companies, realis- 
ing the value of portals, have 
also acted, and recent big 
internet deals make it clear 
that control of the portals is 
turning into a trend. 

Yahoo!, the most popular 

database-cum-search engine, 

is famous as a - portal in its 
own right But even Yahoo! 


recognises that it can make 
sense to strike partnerships 
with others who. can deliver 
a strong demographic mix of 
users. Hence its deal with 
GeoCities, one of the leading 
“communities" on the Net, 
in which Yahoo has made a 
$5m investment and formed 
a strategic alliance with that 
is Intended to increase traf- 
fic on both sites and offer 
Yabool’s personalisation ser- 
vices to GeoCities custom- 
ers. 

Lycos, tiie Yahoo! competi- 
tor whose origins lie In a 
search engine project at Car- 
negie-Mellon University In 
Pittsburgh, had similar ideas 
when it acquired Tripod last 
week. 

T ripod claims to be 
one of the fastest- 
growing internet 
communities', aimed 
at people aged between 18 
and 34, it offers free home- 
pages for customers and con- 
tent organised into zones. 

Finally, there is Micro- 
soft's acquisition Of HotMail. 
the .free e-mail service. The 


new HotMail site, rebranded 
to promote other Microsoft 
sites and services, is evi- 
dence that even the behe- 
moth of Seattle considers it 
worth buying access to por- 
tals created by others. 

What makes free e-mail 
services such as HotMail so 
attractive is that once people 
start to use them, they can- 
not do without it 

What does this mean? The 
consolidation of portal sites 
is proceeding at high speed. 

- The polarisation of the inter- 
net business into a first and 
second division means 
smaller companies will find 
it increasingly difficult to 

- appear on such sites. 

The first-division portal 
sites are turning into the 
equivalent of supermarkets, 
which have the market 
power to sell shelf space to 
the highest bidder. 

The days of revenue shar- 
ing, in which a website like 
Yahoo! simply receives . a 
split of whatever a merchant 
makes from advertising on 
its site, are numbered. 

txmjackson®pobox.com 


As in so many corporate 
identity projects. Nagano's 
commission for Landor was 
more than just a logo. The 
aim was to create a compre- 
hensive design programme 
for the venues of each of the 
15 sports to give the games a 
unique look and feeL 

“The idea is that any pho- 
tograph or television picture 
from the games Is instantly 
identifiable as Nagano,” says 
Kay Stout creative strategy 
director at Landor. 

The company has also cre- 
ated the inevitable mascot 
for the games, four “Snow- 
lets” to represent the four- 
year cycle of the Olympic 
games. Like the official 
emblem, these will help 
Nagano raise money by' gen- 
erating Income from fran- 
chising for use In a variety 
of merchandise from stamps 
and souvenirs to toys and 
t-shirts. 

The Los Angeles games 
survived with one mascot in 
Sam the eagle. At Barcelona 
it was Kobi the dog and 
Atlanta had Izzy, a futuris- 
tic, animated, computer- 
generated character which 
embodied the five Olympic 
rings. But having four snow- 
lets - named Sukki, Nokki. 
Lekki and Tsukki - offers 


the merchandising manufac- 
turers the hope of bigger 
sales to children who will 
demand the full set. 

The extent to which differ- 
ent images can be embodied 
in an Olympic emblem can 
be seen by contrasting 
Nagano's with that of Salt 
Lake City which will host 
the next winter Olympics in 
2002. Also designed by Lan- 
dor. it is a symmetrical 
snowflake symbol which bor- 
rows the look of native 
American art. 

The softer, flowing lines 
and bright primary colours 
of Nagano's lego and mascot 
reflect the themes of world 
peace, care for the environ- 
ment and youth. Salt Lake 
City's angular, abstract 
emblem, in rich earthy col- 
ours such as sage green, 
ochre and deep orange, is to 
embody its motifs of con- 
trast. culture and courage. 

Branding the Olympics is 
probably a unique challenge, 
says Ms Stout “You have 
four 5 'ears to create a brand 
which is recognised world- 
wide for a matter of weeks, 
and is then retired. The aim 
is to have it remembered 
long after the Olympic flame 
has passed on to the next 
games.” 


Personal View • Chris Powell 

Old bad habits 
from the new 
thinkers 

Advertising is at risk of 
slipping back 30 years 



Brunnings. 
the first 
^advertising 
agency to go 
public in the 
1960s, immedi- 


ately used its listing to buy a 
caravan company - in the 
interests of diversification. 

While that example seems 
unlikely to be followed, in 
some other respects advertis- 
ing is at risk of slipping back 
30 years. Three issues high- 
light how what can appear 
to be new thinkin g is actu- 
ally old thinking by new 
faces: enthusiasms for cli- 
ents sifting through an agen- 
cy’s first creative thoughts; 
agencies providing non- 
advertising services; and 
obsessional interest in pay- 
ment systems. 

The strangest thing is that 
some very good newer agen- 
cies are among the chief 
advocates of this old-new 
thinking , presumably to dif- 
ferentiate themselves from 
the agencies that grew in the 
1970s and 1980s. In doing so 
they have inadvertently 
encouraged some old bad 
habits. The “tissue meet- 
ings" - where client and 
agency discuss first creative 
thoughts and agree which to 
take forward - are an abro- 
gation of agencies' own 
responsibility to filter their 
early ideas. 

This is dangerous because 
part of agency people's skill 
should be to spot ideas with 
promise and kill off those 
with little prospect of dis- 
tinction. It is too easy, in the 
Interest of a comfortable life, 
to allow initially unpromis- 
ing but challenging work to 
be dumped, and shallow but 
immediately attractive ideas 
to be developed. 

When agencies started to 
offer a welter of marketing 
services they lost much of 
their specialism, cared less 
about the quality of then- 
advertising output, and just 


spent less time on it. 

As marketing communica- 
tions specialisms grew, agen- 
cies sharpened their focus. It 
would be sad to see that 
blunted by too much enthu- 
siasm to increase the possi- 
bilities for profit from clients 
by selling a range of ser- 
vices. albeit under the noble 
banner of integration. 

The declaration that com- 
mission was dead came from 
KMP in the mid 1960s when 
it said it would work only 
for fees. Now agencies push 
small variations on that 
theme as though it were 
new. Of course we must all 
seek to be adequately remu- 
nerated. but the methodol- 
ogy of payment is hardly the 
main issue. 

The continuous founding 
of new agencies and the new 
competition does much to 
keep advertising sharp. 
There have been some dan- 
gerously good start-ups over 
the past decade, but the need 
to differentiate from what 
has gone before has often 
created banners - uninten- 
tionally I'm sure - that are 
reversionary, making them, 
though not their work, seem 
like young fogeys. 

It would be better if it 
were thought possible for an 
agency to be started on the 
basis that “we're four tal- 
ented people, we've done 
some great work and well 
knock ourselves out far 
you”. There have probably 
only been three Big Ideas in 
the past 60 years such as the 
Unique Selling Proposition, 
the Bembachian creative 
revolution, and the arrival of 
Account Planning, all of 
which dramatically changed 
the industry, so we are 
unlikely to manage five or 
six in any year. The current 
crop is too small to be ban- 
ners around which talented 
people should gather. 

The author is chief executive 
ofBMPDDB 
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BUSINESS EDUCATION 


Getting women on board 

Della Bradshaw finds there is no right or wrong way of achieving equality in business 



neweourse 


S hould business schools run 
courses specifically for 
women, to help them 
smash through the glass 
ceiling? This is a thorny issue that 
all business schools now have to 
grapple with. 

Many schools are isolating 
women's issues while others 
believe Integration is the key. 
There is no easy answer, says Jace 
Schinderman. associate dean at 
Columbia Business School in New 
York. “What I've learnt over time 
is there Is no right way and no 
wrong way. Schools have to take a 
position and ours is one of integra- 
tion." 

The argument in favour of inte- 
gration is that women have to 
work with men in the “real" world, 
says Ms Schinderman. “When stu- 
dents graduate from here they are 
going to have to work in groups 
and are going to be assigned things 
to do that they like and things they 
don’t like. We have to prepare 
them for that.” 

Kathryn Harrigan. the Henry R. 
Kravis professor of business leader- 
ship at Columbia, is equally prag- 
matic. “When you get groups of 
women together they always ask 
how can you have everything. The 
answer is - you can’t. There's no 
point in telling them otherwise. 
You have to make choices." 

The argument in favour of speci- 
alised courses is that women need 
to consider the effects of being in a 
minority at board or executive 
level. 

Susan Yinnicombe. dean of the 
business school at Cranfield. in the 
UK. says she believes very strongly 
in single gender management pro- 
grammes. “I don't advocate learn- 
ing marketing or finance in an ail- 
female group. What I do advocate 
is for women to have a personal 
development group where they can 
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take time to reflect on the issues.” 

Prof Vinnicombe quotes Harvard 
professor Rosabeth Moss Kanter, 
who says a token group is any- 
thing less than 15 per cent of the 
workforce. Most women on busi- 
ness courses, therefore, fall into a 
token group, says Prof Vinni- 
combe. “As a member of this 
tokenist group it is difficult to act 
naturally.” 

With the highest female intake 
for the fifth year r unning of all 
business schools in the US - 38 per 
cent of its MBA students are 
women - Columbia can be confi- 




dent that its integration policy is 
working. But it is not a Taisser-faire 
policy. 

When numbers of female partici- 
pants on the MBA course were low, 
women faculty, al umni and stu- 
dents were involved in calling up 
female applicants to encourage 
them to join. “Critical mass drew 
in more critical mass,” comments 
Ms Schinderman. 

Today there are female faculty 
meetings and female clubs and 
later this week the school will host 
its fifth annual women in business 
conference in conjunction with the 


Committee of 200 (C200), a group of 
Female executives who promote 
entrepreneurship and corporate 
leadership among women. 

The decision to try and educate 
women in leadership and entrepre- 
neurship was taken some six or 
seven years ago. says Nina McLe* 
more, president of the Regent Capi- 
tal venture capital fund and mem- 
ber of C200. “We decided the place 
we could have the most impact was 
on women who had already 
decided to go into business and 
were in business school.” 

In April this year the C200 group 
will be holding its European meet- 
ing at London Business School 

Another plank of C200's work is 
to promote the use of case studies 
in which women, rather than men, 
are the protagonists. The group 
has targeted Harvard business 
school, the world's leading pro- 
ducer of case studies, and together 
they have set up a Jim (£605.000) 
fund to develop cases. 

The decision to launch the proj- 
ect was taken last October mid the 
first cases will be written in the 
next three weeks, says Myra Hart, 
assistant professor of entrepreneur- 
ship at Harvard and the co- 
ordinator of the project 

Prof Hart working with faculty 
at the school, has already identi- 
fied 15 women leading large compa- 
nies or divisions of companies 
where the situation would make 
good case study material. “The 
subject is not the person - it's the 
business issue." says Prof Hart 
The case must also be relevant to 
the Harvard faculty. “We wouldn't 
write a case just to put it in the 
portfolio. It has to be part of the 
curriculum or a new course." 

The cases will be across the cur- 
riculum. not just in areas where 
women predominate, such as mar- 
keting or entrepreneurship. In the 


long term, both Prof Hart and Ms 
McLemore believe the cases could, 
highlight differences in manage- 
ment style between men and 
women. .... 

For the first time last- autumn 
Harvard also ran' an executive 
course designed specifically for 
women. The 3 Vi day programme 
was intended to hrtng women up to 
scratch on the latest business 
issues and differed little in content 
from a course for a mixed gender- 
gram. “It wasn't about women % it 
was for women,” says Prof Hart, 

Elsewhere courses for women 
look more specifically at issues 
relating to women in business. At 
Ashridge in the UK, for example,, 
there are two courses - one on 
business leadership for women, the 
other on active learning for senior^ 
women. 

Kate Chariton, corporate devel- 
opment 'director at . Ashridge, 
believes the courses are helpful id 
combatting the . "effects of isola- 
tion” many women fool at the top 
of big companies. Many of the parr 
tici pants come from companies 
which are attuned to the problems- 
“We also have women who have to 
fight to get on the course,” she 
says. 

Prof Vinnicombe runs two. 
courses at Cranfield, one on devel- 
oping management effectiveness 
and the other on women as direo-. 
tors. And she is now planning a 
consortium programme focusing 
on . women as executive board 
members. Although women afe 
gaining in creasing prominence in 
the professions and management, 
roles generally, only l per cent of 
executive directors are women and 
that figure is not changing, she 
says. “A lot of people say just wait, 
it’s only a matter of time. But 1 
don’t think It is just a matter of 
time.” 


campus- Group sessions •/ 
employ all the ■ _ \ .' 
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Open University uses net to close the gap 


T wenty managers at 
the United Nations in 
New York are the first 
in the US to study on Open 
University business school 
courses. But they will not be 
the last. 

From May. students in 
areas not traditionally 
served by the OUBS will be 
able to study for the OUBS 
flagship certificate course. 
The Capable Manager, using 


the internet. The Gulf 
region, parts of Africa and 
the West Indies are high on 
the list, as well as the US. 
The certificate course is the 
first stage of an MBA degree. 

The OUBS has tradition- 
ally offered only pro- 
grammes where it can pro- 
vide face-to-face tutorial 
contact for its students, but 
advances in technology 
mean it can now offer 


courses to up to 100 students 
outside those areas. 

With an increasing num- 
ber of suppliers providing 
distance-learning business 
courses - Apollo Group in 
the US. for example, or 
Online Education in Hong 
Kong - OUBS increasingly 
sees technology as a compet- 
itive issue, says Gilly 
Salmon, director of presenta- 
tion. “The OUBS can no lon- 


ger consider that we do it 
better than anyone else." 

Later this month BT, the 
UK phone company, and 
Futuremedia, a multimedia 
training company, will 
launch a net-based system 
for delivering training 
within companies and for 
colleges to Interact with 
their students. Mick Dur- 
ham. product manager at BT 
for the “Solstra" system. 


says colleges and business 
schools, including insead. in 
Fontainebleau. have 
expressed interest in Solstra. 

The OUBS launch is small 
- just 100 students will par- 
ticipate in the first year. But 
the school is unwilling to 
provide online courses in 
countries where tutored 
learning - "open supported 
learning” as it calls it - is 
available. In addition all 


tutors who become involved 
in the online programme- 
will have to be trained - the 
OUBS is running a five-level, 

o nlin e t raining prog ramme 

for its tutors. 

As for the students on the 
United Nations course in 
New York, their tutor -will 
still fly in from Europe - to 
conduct the tutorials. 
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. a tium m intake at one of 50 
feadfog business schools 
wor ld wide. The award, the 
MafyEugard Memorial 
Scholarship, will be for 
students concerned about 
business ethics-- . 

- -Hobsons Publishing is - 
gkfog £10,000 ton 
successful applicant at a - 
European business school 
accredited by the. *. 
ASsociatkmof MBAS. . 
EfttimXll: 
naoaj.echhbnxti.cd.uk; 

briar US, {0)171 336 6633 
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/ra^toi^oniVersity. 
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BUSINESS TRAVEL 


Travel Update ■ Roger Bray 
Loophole missed 


Brussels appears to have 
missed an opportunity' to 
close a loophole in the 
European rules aimed at 
ensuring passengers 
bumped off flights get 
compensation. It remains 
unclear whether a traveller 
connecting with a long-haul 
flight should be 
compensated for the whole 
journey, or just the part of 
the trip that has been 
overbooked. 

Consumer organisations 
have long complained that 
passengers who are delayed 
on a short-haul flight to 
another European airport 


might miss their onward 
connections. The European 
Commission, which has 
proposed higher 
compensation to passengers 
bumped off flights departing 
from the EU. says airlines 
must pay up on the spot and 
display clear notices at 
check-in so that customers 
know their rights. 

Zurich swap 

British Midland will have to 
abandon its Heathrow- 
Zurich flights to make room 
for its forthcoming service 
to Manchester. The airline 
blames a shortage of 


take-off and landing slots at 
Heathrow, coupled with 
Swiss resistance to low 
fares. 

Sir Michael Bishop, 

British Midland chairman, 
has urged Karel Van Miert, 
competition commissioner, . 
to use the proposed British 
Airways- American Airlines 
alliance as a crowbar to free 
more slots. 

Korean blow 

Koreans face international 
airfare increases of about 30 
per cent by the end of this 
month. Airlines hare agreed 
the rises to reflect the recent 
collapse of the won. 

However, they are nowhere 
near enough to bridge the 


yawning currency gap. warn 
officials at the International 
Air Transport Association. . 

Japan on call . 

Visitors to Japan will now 
be able to rent a mobile -. 
phone on a daily basis at ’ 
leading international 
airports, writes Michiyo • ■’ 
Nakamoto . The costs are a 
Yl.000 (£4.90) basic fee per 
week, an additional Yl.OOff • 
daily fee pins call charges erf 
Y330 per minute, whatever 
the type of calL 
For further information 
call 0120-116323 inside 
Japan) or +813-3475-5721 
(outside Japan). To make 
reservations by fax, dial 
03-3475-2724 (Inside Japan) 


Or +81&3475-2724 (outside i 
Japan). 

Smoking ban . 

Lufthansa is working with'. 1 ' , 
aircraft manufecturers-to V - 
find a technical solution 
which would allow people to 
smoke on hoard without * ; 
annoying fellow tiavepers. ' . . 
The airline forbids smoking. \ .• 
on many .services and wQI ~ 
extend.the ban to the ^ 1 ■’’’ 
remainder when it 
Introduces its summer . . -. 
timetables on March 29. . ‘ 

Montevideo alert- : 

Muggings and other - 
robberies in which foreign 
visitors are targeted have 




been 

Montevideo, . _ 

'.. capital, warns the.UK • . . , , ,. 

ForeignOffice. Travritos ovA--— 

' should watch ; 

'particalarly in theoklni^r^ 

•■-.add-port hraaSi.^V'-; 

•'Aer Lingus last week 
>io tterfocue 
'- l fomttttd.:One.wi^foaV' 
launch of a-Fast Tradk:'^ 
servica write* Ge&an 
This whisks bu^n^s-cIasS 
■ passengers paatthft-. 

ON-TRAIN TICKETS 

Midland is negotiating: 

B^^whichowhs.th&^V''-' ■ tV ‘ ; 



H ong Kong may be 
in crisis but it 
remains the most 
expensive city on 
earth for the business travel- 
ler. Figures for the daily cost 
of staying in world cities, 
released today by Business 
Travel News, a US publica- 
tion for corporate travel pur- 
chasers. show that a top- 
class hotel, three meals and 
miscellaneous costs such as 
taxi fares will cost $581 
(£3561 per day in the former 
British colony. 

The figures are from 
BTN"s 13th annual Corporate 
Travel Index, showing the 
cost of doing business in 100 
leading world cities and 100 
US cities. 

At $583. Hong Kong is $41 
cheaper than last year and 
will probably fall further 
still this year. Other Asian 

cities have dropped even fas- 
ter. Tokyo, the world's sec- 
ond most expensive city last 
year, is down from S599 to 
$456. while Seoul has 
decreased from $502 to $438. 

London appears at number 
two in the list, reflecting a 
booming economy and its 
growth as a world business 
centre. Hotel rooms are diffi- 
cult to find during the week, 
making accommodation a 
seller's market. 

However, restoration of 
the imbalance of supply and 
demand may be imminent. 
Richard Lovell of Carlson 
Wagonlit. the business travel 
agent, predicts prices will 
flatten later this year, owing 


ojk a, wmen owns.tne 

A world of price differences 

gets the perks 


Amon Cohen on how the cost of doing business away from home has changed 


Flying away: daily costs in world cities 
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to a forecast cooling of the 
UK economy and new hotel 
stock coming on to the mar- 
ket. 

London's present high 
prices are an exception. As 
in Asia, per diems have 


fallen in most leading Euro- 
pean business cities this 
year, including Paris. Frank- 
furt. Milan, and Brussels. 
The US is the opposite. Costs 
are up in all 20 of its leading 
cities. New York at S420. is 


just under SlOO more than 
the next dearest - Washing- 
ton and Chicago. 

Also in the top five are 
two cities from what can be 
teemed developing countries: 
Moscow and New Delhi. 


“The figures show that if 
you want first-class business 
facilities, they can be more 
rather than less expensive 
outside the west.” says 
David. Meyer, BTN editor-in- 
chief. “This is because it can 


be a lot harder to provide 
those amenities in such 
cities. However, if you . are 
prepared to lower your 
expectations a tittle, the per 
diem, starts- to fall very 
quickly.” 


T ravelling executives 
are increas ingly likely 
to use frequent- flyer 

miles on raimparr y h mrinpas 
rather, than saving them for 
-holidays. A new survey 
reveals that one in five now 
claims to 1 trade , them for 
seats or extra luxury -on.. 
working trips, compared 
with only 7. per cent a year/ 
ago. 

.The. , International Air 
Transport Association 
(IATA). which ; carried out 
the research as paitt of its 
latest annual study- of corpo- 
rate travel confesses -ft 'has 
no idea why th»» percentage 
should have, jumped so 
sharply. One thebry is .that 
more travellers may be com- 
ing under pressure firom 
superiors who. argue that the 
company pays' the fere arid 
should therefore get the ben- 
efits. ' ' . • 

The survey suggests that, 
if. this is the .case, staff 
are hardly ecstatic about it 
An. oveiwlielming- 91. per 
cent said they .believed -they 
- and hot th& companies V 
should reap the rewards of 
loyalty programmes! .IATA, 
which interviewed . more 
than • 1.000 : - passengers. ; 
from.10 countries, : Including 
the US, Germany, . the UK 
and Japan,, found that the . 
prevalence dr thfe view did ’ 
not yary. .between national!-. 


miles, business travellers 
prefer- to fly in comfort. 
Nearly a quarter trade them 
- for -upgrades. Punctuality, 
convenient schedules and 
competitive fares were the 
.. three -main considerations/ 
for travellers oh short trips. 

. But for long-haul passen- 
gers, seat sire and leg room 
, are' the overriding consider- 
ations with almost two- 
thirds, citing them as the key 
factors in choosing an air- 
line. That compared with 43 
per cent who . were most pre- 
occupied with arriving - on 
tirne^ 34 per cent whose: main 
concern was the quality of 
servipe by-airline staff, and 
32 per pent who said price 
was the key persuader. 

The survey also justifies 
renewed interest in provid-. 
ihg teds oh aircraft. More 
than a third of travellers 
qUestioned- said they would, 
pay extra for such luxury- oh 
flights of between six hours 
•and 10 hours. On longer jour- 
neys that figure shot up to 
.SO per cent. How mnch.mbre 
.would they stump up? On 
tops of between 10 /and 15 
hours', 68 per cent would pay 
10 per cent' extra, nearly a 
quarter would be prepared to - 
cougfr up. between . ll . per 
cent 25 -per cent extra — and 
8 per.. cent /thought' it- was 
-worth a premium of- 28 per 
caut or jnorfe i .^ :vy i . 


However they use their 
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>fwrt^imarffie-9fS|gaf's Thfcd" 

^ »wnk, 

IbytteBSC, was ■-_ 
hwben the composer .-■.. 

'find »bB now be . 
ftoVvensfon'by. Anthony 
^tibfldqn Elgar's sketches^ 

^^Bao^-TTieafre aurvcftas 
'*fe6rt^J«^lSsadly€Kpec^ to 
/be Its terewea production, 
'fiamao'and JuBet. ffichotes Irons 
t iarkiiCate Fleetwood play the - - 

1 famous lovers. Sergor Bulgakov's 
ffigbtrr- adapted by Ron 
£% jHWi±J&JSon — opens cx) Thuraday - 
the Olrter Theatre. The •'•'• 
.tfirectorls Howard Davies, v 


i titeu&ofihbado makes his debut 
J-aSttheSjaatsoper imtar den v ~ -." 
imc tan ^on Sunday conducting . ' 
■ dontUJtffli -Major's new production 
otj-atstaff. Ruggero Raimondi 
'sings-tne We refe. ; ‘ ; •- ■:.< ' 

■•}£;. •. . ••' . 


PARIS : 

Tomorrow the Op6ra BaHet pays 
tribute to Yvette ChauvirS 
(befcw), subfime ballerina, on the 
occasion of her 80th birthday. 


F . 3 


*50 


The programme indudes GisaBe, 
of which she was one of the 
greatest Interpreters, in a new 
staging. This production then 
enters the general repertory, wett 
worth seeing, not feast for its 
designs by Alexandre Benois. 

The latest exhibition at the 
Musde tfOresy examines the 
Gars St Lazars as a subject that 

prindpaBy Manet and Monet The 
show opens on Thursday and 
runs until mid-May. 

NEW YORK 

Piacido Domingo sings in the 
Metropolitan Opera’s new 
production of Samson et Dalita, 
which opens on Friday. Leonard 
Station conducts a staging by 
EHjah Moshlnsky. 

HELSINKI 

FWandJa Hafl. Helsinki’s main 
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concert venue, re-opens on 
Saturday after eight months of 
renovation. The event is being 
celebrated with an ail-day 

Beethoven marathon. - 

CARDIFF 

Welsh National Opera opens its 
Spring season at the New 
Theatre on Saturday with a new 
production of Bitty Budct. 


DUBLIN 

A selection of 50 drawings from 
the Irish Architectural Archive 
goes on display at the National 
Gallery of Ireland on Thursday. 
They depict a variety of public 
and private buildings, inducting 
Dublin Airport. Kilkenny Castle 
and St Colman's Roman Catholic 
Cathedral (above). The show runs 
until May. 



charm of IT 
tenor’ 

Andrew Clark talks to the veteran singer Alfredo Kraus 


I t has not been billed as a fare- 
well, but Alfredo Kraus’s Barbi- 
can recital on- Wednesday is 
almost certainly- the last chance 
for London audiences to hear one 
of the great tenor stylists -of the post- 
war era. Kraus turned 70 in September,' 
and the agonising final flinaas of his 
wife last year took, the stuffing out of 
him. But be still wants to sing, and 
more remarkably, stiH has the voice to 
do so. 

It would be foolish to expect Kraus at 
70 to sound like a tenor in his prime. 
Like most older singers, Kraus does not 
command the vocal warmth and range 
of colour which earlier could be taken 
for granted. But in a career of more 
than 40 years, the Spanish tenor has 
never been untrue to himwif, and no 
one listening on Wednesday, when he 
sings arias with the Orchestra of -the 
Royal Opera House, will witness any- 
thing less than gent lem anly elegance. 

That was always . Kraus’s style. He 
never belted, he never shouted, he 
never pushed the voice. He refused to 
sing beyond his natural limits - that's 
why he is still singing today. Every 
young tenor should take note. Kraus 
did not go for the big money, he was 


not tempted by offers to tackle heavier 
roles. He did nothing to vulgarise his 
art Kraus could have been “the fourth 
tenor” but he didn’t want it 

He is careful not to criticise col- 
leagues like Domingo and Carreras 
who' give stadium concerts. He points 
out that he too has given the occa- 
sional outdoor performance for a mass 
audience: '"But I never said I was try- 
. ingrto popularise opera,” he observes in 
his beautifully inflected English. 
“Opera cannot be popularised. You 
have to 'operatise’ people, and you can 
only do so by educating 1 them, from 
school upwards. We must be honest - 
it’s not fair to say that *La donna 6 
mobile' sung by three tenors is what 
opera is -abouti It’s misleading, because 
it’s not what people hear when they go 
to an opera performance. It shows no 
respect far the composer. I hear people 
saying -TTm going to the opera’ - but 
what they mean is they’re going to a 
stadium concert. This confusion does 
no good*'- 

And so Kraus does ins fair share of 
educating: He teaches young singers in 
Madrid, explaining to them the three 
keys-to a long career good health, care- 
ful choice of repertoire and a solid tech- 


ffredo Kraus; to preserve your voice, you must know how it works 


tuque. Unlike today's jet-setting sing- 
ers, he always gave himself time to 
adjust to the local climate and working 
conditions; he confined himself to one 
role at a time; and he insisted on tak- 
ing a few days off between productions. 
That explains his robust health: he 
claims not to have cancelled a single 
opera performance 

Kraus's heaviest role was Hoffmann. 
Werther, Edgardo {Lucia), the Duke of 
Mantua, Nemorino, Don Ottavio were 
his natural dnmatn - an d of course 
Alfredo, which he sang with Callas in 
the famous Lisbon La Traaiata of 1957. 
forever preserved oh record. Kraus 
never got bored singing the same parts. 
“The psychology of a role is never fin- 
ished. No matter how often you sing it, 
there are so many details still to attend 
to. Too many singers take on roles and 
abandon them after a few years. They 
like to do new things, but they're 
incomplete and superficial. If the audi- 
ence believes you are a great singer, 
you have to demonstrate it. That 
means singing PurUani at the correct 
pitch, not half a tone down. When sing- 
ers are on stage, they have to be honest 
and say this is the way to do it*. Other- 
wise you show no respect - to the 
composer, the audience or yourself.” 

As far as technique is concerned, 
Kraus insists on the need to “project 
the voice using the mask” - the reso- 
nance box around the nose and sinus. 
The way to do that, he says, is by 
making sure all the tones are produced 
. by.tbe J^l^pund, as opposed to the 
other vowels. “That's the only sound 
which opens the whole vocal cavity 
and generates the highest frequency. 
People say it's a nasal technique, but 
it’s not Have you ever wondered bow 
young children can cry for days with- 
out losing their voice? Flamenco sing- 
ers do the same by instinct. The key is 
to increase the pressure of sound in the 
mask, not to raise volume in the 
throat Many people don't believe this, 
but when I explain it to my students, 
the results are. unbelievable.” 

Kraus says it is easy to sing well 
when you are young, but if you want to 
preserve your voice, you have to know 
how it works. "It’s impossible to speak 
about ‘a good technique' if you can’t 
explain it And if you are using your 
voice in the wrong repertoire without a 
good technique, you’re kaputt. It's an 
irreversible situation. The danger of all 
young tenors today is that they only 
sing brutto canto. It’s monotone, always 
the same forte - no diminuendo, no 
legato, no filate (fine-spun sounds]. 
Even in veristic opera, Puccini is full of 
crescendo, diminuendo, piano. The 
problem is, nobody does it any more - 
they only do it in Donizetti. What we 
have to remember is that all singing 
should be beautiful - because all com- 
posers are bel canto.” 


he Pleasance Thea- 
tre's new produc- 
tion of Richard ZZ7 is 
really good - but 
why? Yes, it sets the old play 
in Kray Brothers country: 
yes, it cuts it, so that this 
play - which everyone loves 
In theory, but which often 
seems an hour too long in 
the theatre - has the tension 
of a thriller (and I speak as 
one who watched LA. Confi- 
dential only the night 
before). But you and I have 
seen other updated produc- 
tions that demeaned their 
original material, have we 
not. This staging, however, 
is organic: so much so that 
its weakest areas are unim- 
portant, and its best buzz in 
the head. 

Of course. Shakespeare’s 
language is still often so 
modern that this play bears 
updating in some areas with 
comfort But there is also a 
fflgn'nafing tension between 
the more rhetorical or period 
flourishes of the play and 
this East End setting. Every- 
thing happens in one pub 
(although the lighting 
changes to make it seem 
more than one place - more 
than one pub - in our 
minds), and the fact that the 
windows above the doors say 
“COURAGE” (back to front 
- written for those outside) 
is a lovely touch. (Designer. 
Jonathan Tenson; lighting. 
Paul PyanL) Characters are 
given drinks at appropriate 
moments, and the life in dif- 
ferent corners of the pub - 
and, it seems, in upstairs 
rooms out of sight - is some- 
times rich. But, whereas 
some modern-dress Shake- 
speare productions are all 
busy surface, none of this is 
overdone. The power and 
richness - of the language ■ 
gives a vast new dimension 
to this Kray Brothers coun- 
try. 

Much is left unsaid: in 
which respect Eddie Mar- 
san’s performance as Rich- 
ard is exemplary. He Is the 
most inscrutable Richard I 
can remember seeing. 
Humour and rage, pain and 
villainy, pop from his mouth 
with equal ease: he seldom 
changes facial expression. 
And so we are caught up in 
that thoroughly Shakespear- 
ian experience of being 
always taken by surprise by 
a character, being wrong- 
footed by whatever be says 
and does next 

The specific details of the 
production take us by sur- 
prise too. For instance, the 
juicy kisses that Richard and 
his chaps give each other are 
not overdone, but when they 
happen they hint suddenly 
at a potentially homoerotic 
men’s world, and make us 
reinterpret the toughness 
with which women are used 
here. But these women are 
tough too - how often we 



Alauur Muir 

Eddie Marsan in the title role in Guy Retal lack’s terrific production of Richard ill 


Theatre / Alastair Macaulay 


Buzz from the Bard 
set in Kray country 


see an accidental parallel to 
Eastenders here - and each 
finely individualised. Most 
striking is the “mad” Mar- 
garet Lancaster of Margaret 
Robertson, absolutely real in 
everything she does: the way 
she haunts the peripheries of 
the pub and then claims cen- 
tre-stage for her ini’ective. 
the tiny gin-palace tics that 
seem to ravage her and the 
hardened-by-all-suffering 
implacability she brings to 
her outpourings. AJwyne 
Taylor, as the old Duch(ess) 
of York, is also first-rate: 
still vulnerable, tender, and 
decent amid the harsh male 


world she has had to inhabit, 
capable of dignity and 
maternal horror at her son’s 
crimes. Luisa Bradshaw- 
White (familiar as Kira in 
the sorely missed Hits Life) 
as Anne Lancaster and Ruth 
Platt as Elizabeth York are 
still immature stage act- 
resses. a little too unsponta- 
neous and imprecise in deliv- 
ery, but the talent of both is 
unmistakable: we know 
exactly the characters they 
mean to portray and their 
nervous systems. 

Michael Matos plays Lord 
Buckingham as an over-pol- 
ished toff: save for the fact 


that he overemphasises the 
character’s facial manner- 
isms. this is a brilliant per- 
formance. Dominic Conway 
and Matthew Connolly as 
the little princes do fair to 
steal every scene they are in. 
But the overriding achieve- 
ment here is that of Guy 
Retallack as director. This 
production, which began life 
at the National Theatre Stu- 
dio, is all of a piece. The play 
breathes; and we breathe 
with it 


At the Pleasance Theatre, 
London N7 until February 
28 (0171 609 1800). 



BERLIN 


itaatsoper untor don Linden . 

eft 49-30-2035 4555 - 
/ww^teatsoper-bQrfin.org 
Swan Lake: new staging by 
'atrice Bart with designs by 
ufea Spinateifc Feb 14 

>PERA 1 

Itaatsoper untor den Unden 

el: 49-30-2035 4555 . 

ww.staatsoper-berBn.org 
alstaft by Vertfi. New 
reduction conducted by Claudio 
bbado In a staging by Jonathan 
tiller. Ruggero Raimondi sings 
w title role; Feb 1 5 

K CLEVELAND 

XHBmONS 
ileveland Museum of Art 

efr 1*216-421 7340 
rww.demusertcom 
atican Treasures, Selection of 
9 manuscripts, reliquaries, 
aintings and sculptures. . 
lighlights include the 
em-encrusted Gross of Justin il, 


and Caravaggio's masterpiece 
The Entombment of Christ to 
Apr 12 , .. 

■ FRANKFURT 

CONCERTS - 
Alto Oper 

Tel: 49-69-134 0400 
Chamber Orchestra of Europe: B. 
A. Zimmerman 80th birthday. 

. concert conducted by Heinz - 
Holfiger. With oboe soloist 
Douglas Boyd; Grosser SaaJ; 

Feb 11 

■ GENEVA 

CONCERTS 
Victoria HaB ' 

Tel: 41-22-317 0017. 

Orchestra de la Suisse Romande: 

conducted by Fabib Lulsi in 
works by Honegger and Brtttsn. 
With piano soloist Markus 
Sohirmen Feb 11, 12 

■ LONDON 

EXHIBITIONS 
Hayward Gallery 

Tel: 44-171-261 0127 

www.hayward-gaOery.org.uk 

• Francis Bacon (1909-1992): 
The Human Body. Selected by 
art critic David Sylvester, this first 
major showing of Bacon in the 
UK for ten years brings together 
important works involving the 
human figure dating from 1945 to 

the mid 1980s and indudes 
foreign loans; to Apr 5 

• Henri Cartier-Bresson: 
Europeans. Exploring changes 
from the 1930s to the 1970s 
through the eyes of the 
photographer; to Apr 5 


National Portrait Gallery 

Tel: 44-171-306 0055 
Hyenas in Petticoats: Mary 
Wollstonecraft & Mary Shelley. 
Celebration of the joint 
bicentenary of toe two women 
writers. Through portraiture, 
drawings and manuscripts the 
display examines their lives, 
times and writings; ends on 
Sunday 

OPERA 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 

• The Efixir of Love: by 

Donizetti. New production, 
directed by Jude Kelly and 
designed by Robert Jones. The 
conductor is Michael Lloyd; Feb 
10, 14 , 

• Xerxes: by HaddeL 
Conducted by Noel Davies in a 
production by Nicholas Hytner, 
revived by Emma Jenkins; Feb 
11,13 

Shaftesbury Theatre ' 

Tel: 44-171-379 5399 
The Royal Opera: II batters di 
Shriglia, by Rossini. New 
production staged by Nigel 
Lowery and conducted by Bruno 
Campanula; Feb IQ, 12, 14 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler PavfBon 

Tel: 1-213-365 350 0 
Los Angeles Philharmonic: 
conducted by Marie Wlggtesworth 
in works by Webern, Mahler, 
Shostakovich and Strauss. With 
cello soloist Steven Isserils; Feb 
13. 14, 15 


LA. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 

www.laopera.org 

Samuel Ramey, recital by the 
bass including arias from 
Gounod’s Faust, Berfioz*s 
Damnation of Faust and 
Stravinsky’s The Rake's 
Progress. Accompanied by 
pianist Warren Jones; Feb 12 


■ MILAN 

OPERA 

Teatro all a Scala 
Tel: 39-2-88791 
www.lascala. mHeno. it 
Die Zauberfldte: by Mozart. 
Conducted by Riccardo Muti in a 
staging by Roberto De Simone. 
With sets by Maura Carosl and 
costumes by Odette Nicotetti; 
Feb 10, 12,14 


■ MUNICH 

CONCERTS 
Ptiitoarmonie Gasteig 
Tet 49-89-5481 8181 
Symphonteorchaster des 
Bayerischen Rundfunks: 
conducted by Lorin Maazel in 
works by Brahms; Feb 9, 11, 13 

EXHIBITIONS 
Hsus derKunst 

Tel: 49-89-211270 

• Arnold Bdcklin. Giorgio de 
Chirico, Max Ernst Journey into 
the Unknown. Selection of 130 
paintings, collages and sketches, 
previously seen In Zurich; to 
May 3 

• Symbolism in England 
1860-1910: previously seen in 
London’s Tate Gallery, this show 


presents work by British 
pre- Raphael it es alongside that of 
their European contemporaries: 
to Apr 26 


■ NEW YORK 

CONCERTS 
Carnegie Hall 

Tel: 1-212-247 
www.camegiehail.org 
Daniel Barenboim: recital by the 
pianist Programme includes 
Debussy Preludes; Feb 9 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
www.metmuseum.og 
Paul Strand, Circa 1916: 
comprising 50 rare prints tracing 
the photographer’s transition 
from a soft-focus style to a bold. 
American modernism. Strand’s 
rich and influential career 
spanned 60 years; from 
tomorrow until May 3 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-382 6000 

www.metopera.org 

Samson et Dalila: by 

Saint- Sa£ ns. New production by 

Elijah Moshinsky, with designs by 

Richard Hudson; Feb 13 


■ PARIS 

CONCERTS 
Salle Pieyei 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Christoph von Dohnanyi in 
works by Bartok, Mozart and 
Brahms. With piano soloist 


Andreas Haefliger; Feb 11, 12 

Theatre des Champs Bysees 
Tet: 33-1-49525050 
Orchestra des Champs -Etysees: 
conducted by Philippe 
Herreweghe in works by 
Schumann; Feb 11 

OPERA 

Op6ra National de Paris, Op6ra 
Bastille 

Tel: 33-1-4473 1300 
Tosca: by Puccini. Conducted by 
Jan Latham-Koenig in a staging 
by Waiter Schroeter. Maria 
Guleghina sings toe title role; Feb 
10. 13 

Op6ra National de Paris, Palais 
Gamier 

Tel: 33-1-4343 9696 
Cost Fan Tutte: by Mozart 
Conducted by Gary Bertini in a 
staging by Ezio Toffolutti; 

Feb 11, 14 


■ ROME 

EXHIBITIONS 
Palazzo Venezia 
Tel: 39-6-6999 4259 
Pietro da Cortona (1597-1669): 
celebrating the 400th anniversary 
of toe birth of toe Kalian baroque 
artist, this retrospective 
comprises around 100 paintings, 
as well as architectural drawings 
and sculptures: ends tomorrow 


■ TELAVTV 

CONCERTS 
Mann Auditorium 
London Symphony Orchestra: 
conducted by Sir Colin Davis in 
works by Sibelius and 


Beethoven; Feb 10 


■ TOKYO 

CONCERTS 

Suntory HaB 

Tel: 81-3-3289 9999 

Deutsche Oper. conducted by 

Christian Thielemann in works by 

Wagner; Feb 12 

EXHIBITIONS 
Metropolitan Art Museum 

Tel: 813-3823 6921 
Masterpieces of British Art from 
toe Tale Gallery: 100 works on 

loan from London, ranging from 
toe 16th century to the 
contemporary: to Mar 29 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 KHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday. GMT: 

06.30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19-30: World Business Tocfay 
22.001 World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10:20: 11:20; 11:32; 12:20; 13:20; 
1420. 

At 08:20 Tanya Beckett of F I IV 
reports live from LIFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


Personal View • Dominique Moi'si 


America the triumphant 


The universality 
of American films 
provides a clue as 
to what is wrong 
with Europe 



Is the age of 
globalisation 
the same 
' . thing as the 
American 
age? 


The crisis of the Asian 
markets has closed - at least 
For now - the largely artifi- 
cial debate between western 
and Asian values. The Asian 
crisis has made a strong case 
for western democratic con- 
trol. Asia's fall from grace, 
however, has not given way 
to the celebration of western 
values in general, but rather 
to the triumph of America in 
particular. 

This year’s World Eco- 
nomic Forum in Davos was 
dominated by Lhe US. It was 
no coincidence that Hillary 
Clinton, “the first lady of the 
global world*', was the real 
star of the show. The US is 
once more at the core of the 
world's strategic, political 
and economic spheres. 

It was Jean-Pa ul Sartre, 
the French philosopher, who 
asked in the early 1950s: Is 
American culture a univer- 
sal one? And, if so. is Amer- 
ica universal because it is 
Imperial or is it the other 
way round? With the 
English language becoming 
the modern-day equivalent 
of Latin, it is indeed tempt- 
ing to view the 'US as a 
diluted version of the Roman 
empire. 

Nothing symbolises more 
the triumph of American 
culture than the quintessen- 
tial art form of the 20th cen- 
tury: the cinema. This does 
not mean that individual 
giants from Eisenstetn to 
Bergman have not existed 
elsewhere. But as an indus- 
trial art form, the commer- 
cial power of cinema is with 
the Americans. 

The success of Hollywood, 
beyond pure economic fac- 
tors. can be attributed to two 
main things: on the one 
hand, the nature of the mes- 
sage. and on the other. Its 
ubiquity and familiarity. 
From the masterpieces of 



Sartre: spotted tbe universality of US culture 


Onr/r Imago 


Frank Capra, such as Mr 
Smith goes to Washington, to 
Stephen Spielberg's Schin- 
dler's List, the message is the 
same - individuals can make 
a difference. If you want to 
do it. you can. 

This triumph of the indi- 
vidual. motivated by com- 
passion or a noble ambition, 
is universal. It contrasts 
drastically with the French 
romance: A loves B. who 
loves C, who loves □. 

But the powerful message 
of Hollywood translates into 
a universal yearning. It is 
not particularly American. It 
comes, in fact, from Europe: 
poor southern Italy for 
Frank Capra, central Euro- 
pean Jewry for Stephen 
Spielberg. This message is 
based on the openness of 

Europe in the 
19th century had 
two dreams: 
socialism and 
America. The first 
illusion has 
collapsed. The 
second has 
bloomed 

... ... .... . ..... _. ... .. .... ^ 


America and the continuing 
success of its multicultural 
society. Today one cannot 
understand the triumph of 
US pop music, for example, 
without paying tribute to its 
African heritage. 

Other national cinemas 
also contain a universal mes- 
sage. In a recent Algerian 
movie, just released in 
France, a very young boy is 
walking in the desert to 
escape the madness of a 
murderous adult world. Yet 
very few will see that film. 
Most people will think that, 
to grasp the universality of 
its message, they need to 
have a minimum knowledge 
of the geography, history 
and culture of Algeria. 

By contrast, American 
movies take place in a set- 
ting familiar to audiences all 
over the world. Everybody 
has been to Arizona - cour- 
tesy of the gun-slinging 
western. 

To concentrate on the uni- 
versality of the American 
message is to see only half 
the picture. One should not 
hide other less grandiose 
realities. Gratuitous vio- 
lence. unabashed material- 
ism, narcissistic individual- 
ism are another facet of the 
American model. In her ple- 
nary speech in Davos, Mrs 
Clinton aptly reminded her 
audience that a child had a 
better chance of reaching 
the age of five in Shanghai 
than in New York. 


Yet, for non-Americans to 
concentrate systematically 
on the negative side of US 
culture and, based on that, 
to try to erect protectionist 
barriers, would be pointless. 
For a country such as 
France, convinced since its 
revolution that it also has a 
universal message, the chal- 
lenge is tougher than for 
more “modest nations" such 

as the UK or Germany. 

The French should admit 
that they have lost the lan- 
guage battle to "American- 

English". a less sophisti- 
cated version of the lan- 
guage of Shakespeare. To 
keep the content (if not tbe 
language) and the message 
(if not the medium), the 
French must learn from the 
vital US qualities of open- 
ness and flexibility. 

Two examples typify the 
contrast between Europe - 
or at least France - and 
America. France’s top Aids 
scientist was forced to resign 
from his laboratory because 
of statutory age limits. He is 
now pursuing a second 
career in the US. By con- 
trast. a young American 
eccentric who helped invest 
virtual images, was able to 
claim with some credibility 
In Davos that only in the US 
could an overweight man 
with a rasta hairstyle have 
had the chance to succeed. 

Europe in the 19th century 
had two dreams: socialism 
and America. The first illu- 
sion has collapsed. The sec- 
ond has bloomed and 
became universal. Young 
and original talents all over 
tbe world dream of America. 

The question for Europe 
is: can it, too, make people 
dream? It is not only a ques- 
tion of money. Europe needs 
to attract and keep the origi- 
nal, the marginal and most 
creative talents. The univer- 
salism of American culture 
is also, in part, the product 
of Europe's rigidity and lack 
of self-confidence. Without 
flexibility and openness, 
Europe is in danger of 
becoming a museum. 

The author is deputy director 
of the Paris-based Institut 
Francois des Relations Inter- 
nationales and editor of Poli- 
tique Etrangere. He writes 
here in a personal capacity 
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German economics professors convinced 
‘orderly postponement’ of euro essential 


From Professors Wim 
Rosters, Manfred J.M. Neu- 
mann, Rotate Ohr. Roland 
Vaubel and others. 

Sir. The following declara- 
tion on the planned start of 
European economic and 
monetary union has been . 
signed by 155 German- 
speaUng professors of eco- 
nomics: 

There is no alternative to 
European integration. The 
single currency will be part < 
of it - at least for tbe core of 
Europe. However, The euro •• 
is coming too early. 

The consolidation of pub- 
lic budgets has made prog- 
ress. Nevertheless, it has not 
advanced enough, especially 
in large countries such as 
Italy, France and Germany. 
The process of consolidation 
started too late and half- 
heartedly. In spite of an 
unusually low level of inter- 
est rates, hence reduced 
costs of debt service, and in 
spite of numerous examples 
of creative accounting, the 
core countries have not suc- 
ceeded.in reducing deficits 
markedly and sustainably 
below the 3 per cent refer- 
ence value. 

Moreover, the average 
debt ratio of the member 
states has not come down 
since 1991 but has risen by 
15 percentage paints. As a 
result, it now exceeds the 60 
per cent reference value of 
the Maastricht Treaty by a 


large margin. This is con- 
trary to the spirit of the 

treaty. 

The treaty rightly requires 
persistence of convergence. 

. To ensure the so-called 
“stability pact" has been 
invented. However, the pact 
cannot guarantee budgetary 

discipline. The threat of 
sanctions is credible, If at 
all, only If the deficit refer- 
ence value is violated by one 
country or vary few coun- 
tries. Given that sanctions 
' are not automatic, it is 
unlikely that a qualified 
majority will enforce the 
pact when a larger number ■ 
of countries simultaneously 
violates the limit. The pact 
cannot ensure the stability 
of the earn. 

Since 1991 the structural 
problems of Europe have 
worsened- Unemployment 
has continued to rise. Nota- 
bly, Germany and France - 
the driving forces of Euro- 
pean integration - are not 
well prepared to cope with 
the more rapid structural 
change and the stfffer com- 
petition In a monetary 
union. Tbe euro does not 
solve the unemployment 
problem of Europe. Given 
that exchange rates are no 
longer available for adjust- 
ment. labour markets need 
to become much mare flexi- 
ble - in Germany as well as 
elsewhere. An unambiguous 
change in the trend is miss- 


ing in this respect. If such a 
shift in the trend is not 
achieved before file start of 
monetary union, we will 
have to expect useless exper- 
iments of demand stimula- 
tion and, above all, political 
pressure on the European 
. Central Bank. 

Tbe current state of eco- 
nomic affairs is most unsuit- 
able for starting monetary 
union. An orderly postpone- 
ment far a couple erf years - 
supplemented by conditions 
on further progress with 
respect to budgetary consoli- 
dation - has to be seriously 
considered as a political 
option. Postponement must 
not be seen as a political 
catastrophe. No party can 
. infer from it that the process 
of integration has come to 
an end. The persistent suc- 
cess of the euro is more 
important than its starting 
date. 

An orderly postponement 
would not be a reason for 
any country to reduce its 
efforts at consolidating pub- 
lic budgets. Reducing effort 
would be a signal that the 
country either does not 
males budgetary discipline 
an objective of its own or 
that it is unable to take the 
necessary action. It would be 
a fundamental error to start 
monetary union with such a 
country. 

Should the attempt of 
reaching nmmtwin ng agree- 


ment on an orderly post- 
ponement fall. It win be of 
utmost importance to apply 
the convergence criteria 
without any indulgence. 
Then it must not be declared 
a taboo that the monetary 
union starts with a smaller 
group of countries. 

Chi the contrary, with 
regard to sustainability, the 
convergence criteria need to 
be applied as rigorously as 
possible - as strictly as the 
treaty permits. Governments 
which do not take the exami- 
nation of convergence seri- 
ously undermine the confi- 
dence in the actual 
Independence of the Euro- 
pean Central Bank and in 
the stability of the euro. The 
start of monetary union 
would suffer from a heavy 
burden If the euro Is expec- 
ted to be weak - inside and 
outside the monetary union. 

Wim Eosten (Bochum). 
Manfred JJVL Neumann 
(Bonn), Reuate Ohr (Hohen- 
heim) and ft/ilnuri Vaubel 
(Mannheim), 

Institute for International 
Economics, 

University of Bonn, 
Lennestrasse 37, 

D -63113 Bonn, Germany 

The complete Ust of signato- 
ries is available on the inter - 
net under the following 
address: http:lturdted.e- 
con.tem-bonn. dejiiwf 


Another erratic ali gnm ent 


From Mr Nicholas Rrasno. 

Sir, “Perhaps not since the 
adaption of the Gregorian 
calendar in 1752 has there 
been a more significant 
alignment to facilitate trade 
among European nations”, 
says a Salomon analyst of 
economic and monetary 
union (“Big issue for 
Europe", February 4). 

In feet, the adoption in 
January 1752 was by the UK 
only - most (Roman Catho- 
lic) continental European 


countries had already 
enacted pope Gregory XDTs 
corrections to Julius Cae- 
sar’s calendar in 1582. when 
England stood aloof. Russia 
joined as late as 1918. • . 
Plus ca change ? 

Nicholas Krasno, 
senior vfceinresMeni, 
banking and sovereign 
group, 

Moody’s Investors Service, 
99 Church Street, 

New York. NY 10007, US 


Good for Japanese consumer 


From MrJosejdi Altwasser. 

Sir, I am ptozled by the 
slant of the article, “US gets 
best erf open skies scrap" 
(February 3). Puzzled - 
because the writers have ■ 
made the issue of the agree- 
ment awio-lose scenario 
between governments and 
industrial players. Hardly 
global thinking ls.it? The 
frue story is that, -while fer 
from perfect, with the new 
aviation agreement, the Jap- 
anese government taken . 

the necessary steps towards 


creation of a consumer- 
oriented airline industry - 
one in which all Japanese 
consumers will benefit with 
fairer prices and scheduling. 

How about a second article 
on the potential benefits and 
opportunities for consumers 
In Japan with the signing of 
the new agreement? 

Joseph Altwasser, 

S-3 C-34, KR#3, 

Oliver, 

British Columbia, 

V0H-1T0, Canada 



Banned but not broken 

Turkey's secular state plans to outlaw a moderate Islamist 
party even though it is the country's largest, says John Barham 


Today we’ll be cruising at 40mph 
at an altitude of three feet. 
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T his month, in one of 
the fin a! acts mark- 
ing the demise of 
Turkey’s biggest 
political party, winkers will 
start taking down the red 
and white logos of a wheat 
sheaf and crescent moon 
that adorn the headquarters 
of Turkey's Welfare party. 

They will be implementing 
the decision of the constitu- 
tional court, which in Janu- 
ary ordered that the party be 
closed for conspiring against 
the "secular order”. The 
court's ruling is expected to 
take formal effect this 
month, when the judgment 
is published in tbe o fficial 
gazette. 

Necmettin Erbakan, 71. . 
who built up the country’s 
Islamist movement from 
nothing 30 years ago, will 
then begin a five-year ban 
from political office. Wel- 
fare’s 147 MPs, who form the 
largest group in the 550- 
member parliament and last 
year ruled the country In a 
short-lived coalition govern- 
ment, will become indepen- 
dents. Welfare's assets will 
become state property. The 
party, like its two Islamist 
predecessors, will pass into 
history. 

Yet it is most unlikely that 
Mr Erbakan and his fellow 
Islamists will v anish from 
the political scene as Tur- 
key’s elite dearly wishes. Mr 
Erbakan believes his party’s 
goals “will be brought Into 
being by the children of this 
nation — whatever the 
names, parties or organisa- 
tions”. Kahraman 
Emmioglu, a Welfare MP, 
concurs: "The straggle will 
go on. Erbakan will be our 
leader until he dies.” 

Far from disappearing, the 
Islamists are likely to pres- 
ent an Increasingly serious 

challenge to the secular elite 
that has ruled Turkey since 
its creation 75 years ago. 
That is because it is social 
discontent - not religions 
fervour - that has made 
Welfare Turkey's biggest 
and best-organised party. 

Inflation, which hit 101.6 
per cent last month, contin- 
ues to erode the income of 
the poor. Corruption has 
reached the highest levels of 
the state. Basic services, 
such as health and educa- 
tion are poor. 

Ardent secularists such as 
Ahmet Taner Kfelali, an aca- 



Welfare party supporters: where will they go now? '. ap 


demic and former cabinet 
minister, laments that Wel- 
fare, not the left, has cap- 
tured the votes of the poor. 
"It is the duty of the left to 
attract the protest vote," he 
says- He notes the irony that 
his leftwing People’s Repub- 
lican party wim mare than 
40 per cent of the vote in 
elections 20 years ago with 
the self-same slogan that 
Welfare now uses; “Let's 
fight far a Just Order.” 

- U n like the leftwing, Mr 
Erbakan also appeals to the 
conservative, small-town 
bourgeoisie of the Anatolian 
hinterland that has grown 
wealthy in the past decade of 
economic expansion. His 
party’s appeal has been fur- 
ther strengthened by splits 
in the mainstream parties: 
■there are three, conservative 
parties and two on the 
centre-left. Welfare has 
emerged as Tnrkey's only 
unified political force. . 

The Welfare party has ben- 
efited from the gradual rise 
in support for Islamist jar- 
ties that has occurred over 
the -decades, regardless of 
the establishment's hostility. 
In 1370, Mr Erbakan, then an 
independent MP.. founded- . 
Turkey’s first Islamist party. 
A military coup one year 
later dosed it down. Its sue- - 
cessor took 48 seats In par- 
liament in 1973 and gained a 
taste of power as a coalition 
partner until 'another coup 
in 1980 shut an political par- 
ties. Welfare, founded after - 
the return to dviHan rule in 
1982, took 2J per cent of the 


vote In the last elections In 
1995. ■ • 

Yet Turkey remains ah 
overwhelmingly secular 
state. The personality cult of. 
Kernel AtatOrk, founder of 
the republic and creator of 
Turkey’s secular ideology, is 
as strong as' -ever. Millions 
visit his Immense mauso- 
leum In Ankara every year. 

The army, which orches- 
trated last year’s campaign 
to topple Mr . Erbakan's 11- 
manth coalition government;, 
remains the co un t ry ’s most 
respected institution, .But 
contempt for the incompe- 
tent, corrupt governments 
that have governed Turkey 
since 1990 is eroding people’s 
trust in other parts of the ' 
state. ^ - 

The establishment is hop- 
ing to use Welfare's closure 
to consolidate its fragmented 
political structure and bring 
in a period of dedEBive gov- 
ernment.. “These develop- 
ments, l am sure, win bring 
political, stability for our 
nation," says Meant Yilmaz, 
the prime minister. "This Is 
a chance for everyone to re- 
evaluate their place in poli- 
tics.” • "• 

• To achieve - thfe- historic - 
shift, Mr Yilmaz hopes to 
Split Welfare, attracting its 
moderate supporters to his 
conservative Motherland 
party. He also wants to 
crush Tansu filler. - former 
prime minister and leader of 
the Opposition, centre-right 
True Path party, his bitter 
rival for. control "of Turkey's 
conservative heartland. Her 


reputation suffered a heavy 
blow after a recent govern- 
ment report implicated her 
in serious corruption. The 
report said gangsters, drug 
smugglers and fer-right hit- 
men wormed their way into 
the state apparatus during 
her 1993-96 government 
It is possible th at , if there 
were a united conservative 
party equipped with a parlia- 
mentary majority, it could 
begin serious r efor ms of the 
economy. A stronger govern- 
ment might also -have the 
confidence to tackle . Tur- 
key's dire human rights 
record and repair relations 
with. Greece and Europe. A 
succession of inept coalitions 
this decade has felled to 
make progress on these 

issues. 

But Mr Yilmaz might not 
be the person to break Tur- 
key’s political mould. His 
government is among the 
weakest Turkey ban ever 
had. He presides over, a 
three-party coalition of two 
. conservative parties and one 
centre-left party, but lacks a 
majority in parliament 
Mr Yilmaz is an uninspir- 
ing leader who hua achieved 
Tittle since taking office last 
June. Com mentators hoped 
' last' summer that' he would 
at least unify the centre- 
right and provide a period of 
sound, government to pre- 
pare the country for early 
elections in which the Islam- 
ists would be - roundly 
defeated. Pundits hope Mr 
Yilmaz can reverse lack- 
lustre performance by capi- 
talising on Welfare's dissolu- 
tion to fulfil, these abrm if 
not, there could be more ten- 
sion between the Islamists, 
the state and the military. 

Hasan Cemal, a Ipadlng 
political columnist, warns 
that younger and possibly . 
toughe r men could wrest 
. control of the Islamist move 1 
ment, with the relatively 
moderate Mr Erbakan oat of 
the picture. A strong con- 
tender Is Tayyip Erdogau, 
■43, Istanbul's popular mayor, ■ 
who has a reputation as a 
tough ideologue. 

Recently, Mr Erdogan said 
“minarets are our bayonets, 
domes are our helmets and 
mosques are our barracks". 
Some commentators fear 
that, with the Welfare party 
banned. Islamists may find 
such sentiments ’increas; 
ihgly' attractive,' - ’ i" 
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It Is a remarkable achievement 
getting- two economics profes- 
sors to agree on anything. Get- 
ting 155 to speak as one is 
almost unheard of. So today's 
statement by that many Ger- 
man professors, calling for an 
“orderly postponement" of 
European economic antf mone- 
tary union cannot be dismissed 
lightly. The letter, published on 
the opposite page, also reflects 
the' views of many ordinary Ger- 
mans who have r emain ed 
deeply dubious about the bene- 
fits of a single currency, in spite 
of their political leaders. 

The letter, coinciding with 
challenges to the euro in the 
German constitutional court, 
also Indicates that the baffle is 
being Joined with a vengeance. 
Yet it is almost certainly too 
late, politically, economically, 
and legally. Not only that, but 
an orderly postponement is no 
longer feasible. 

Postponement of Emu is sim- 
ply not foreseen in ihe .Maas- 
tricht Treaty. There, is- a consti- 
tutional commitment to 
proceed. Some members of the 
EU will qualify on any reason- 
able interpretation of the treaty 
criteria. They are supposed to 
go ahead. So any postponement 
would scarcely be orderly: it 
would be seen as a disorderly 
retreat, and the markets would 
not believe it could happen at a 
later date. - - 

The professors make some 
valid points, questioning the 
progress towards economic con- 
vergence made by some member 
states. They suggest that the 
reduction in budget deficits has 
not been marked or sustainable; 
that the average debt ratio of 
the member states has risen, 
not declined, since 1991;. and 
that the euro will not solve 


Europe’s unemployment prob- 
lem. They conclude that “the 
current state of economic affairs 
is most unsuitable for starting 
monetary union". 

Their criticism of the progress 
on budget deficits is not entirely 
Justified. On almost every mea- 
sure, structural deficits in 
Europe have shrunk- They are 
now well below 3 per cent of 
GDP - the' Maastricht criterion 
- and any _ slippage has been 
largely cyclical or, in Germany's 
case, the result of unification. 

Unemployment is not in the 
Maastricht criteria, but it cer- 
tainly matters. It is not clear 
whether a single currency will 
help or hinder job creation. But 
if unemployment is very high at 
the start of Emu, if citizens are 
angry, and if there is no wide- 
spread public agreement to 
accept the necessary structural 
reforms, then, the pnittfeai con- 
text of the early years of the 
project will be very difficult 

The debt criterion will argu- 
ably be just as difficult There is 
a strong: case that a. marginal 
reduction in the last two years 
before Emu is not likely to be 
sustainable. It is light to insist 
that when the process starts, it 

Rhnnlri only ibrliirta tlww who 

are going to be able to live by 
the rules. That nunna that Italy, 
is particular, has yet prove It 
can last the course. - 

No doubt the good professors 
have the Bundesbank in their 
Sig h ts, in hoping to Wia 

strictest possible enforcement of 
the Maastricht criteria. They, 
certainly have some allies in 
Frankfurt. But by now, they 
have very few in Bonn, Brussels 
or Paris, and fierce enwwriaa in 
.Rome. However valid some of 
their points; this effort comes 
far too late. - ' 


Jobs and race 


“Jobs, jobs and jobs is the 
clarion call that should guide 
us.” Thus Nelson Mandela last 
week. Few would disagree. Jobs 
will give the black majority 
access to the South African 
economy. Jobs udD keep^ young 
blacks off the streets and out of 
prison. Yet Mr Mandela is in a 
thorough muddle, about how to 
create than. 

No doubt he has a good 
excuse. The muddle is partly a 
reflection of the daunting prob- 
lems ahead,. in attempting to 
reconcile Ihe pent up demands 
of the black majority, while 
keeping the confidence of a 
white-dominated business com- 
munity. 

Mr Mandela is right In one 
respect: the public service is not 
the place to start Apartheid 
South Africa was “over- 
governed and over-supervised", 
as he says, so the state sector 
needs to cut back. He is also 


right in warning his allies in 
the trade •mricm movement that 
they have a responsibility to the 

- unemployed, as well as the 
. employed. 

But he is wrong in masting 
that' the government . press 
ahead with Its employment 
-equity bill, which requires 
employers to minor the popula- 
tion at all . levels of their work- 
forces. That means 75 per cent 
must be black, 52 per cent 
female, and 5 per cent disabled. 

Such rigid quotas are ineffi- 
cient and unfair. They will not 
create new jobs, bat destroy 
existing ones. They will make 
South Africa less competitive. 
There is a dire shortage of 
skilled labour, and workers are 
being hired at all levels as fast 
as they can be trained. Gfrowth 
and prosperity are the answer 
for jobs, not discrimination. The 
hist South African government 
learned that, eventually. • 


UK economy 


The Bank of England's 
Monetary Policy Committee 
chose to keep interest rates 
unchanged last Thursday. 
Gloomy manufacturing output 
figures, released the next day, 
seemed to vindicate its decision. 
But the latest data on pay set- 
tlements show that there is still 
significant upward pressure on 
prices. What the figures illus- 
trate most of all is that Britain - 
has a two-track economy - and 
that these tracks are still 
diverging. 

Britain's manufacturing sec- 
tor shrank by 0.4 per cent in the 
fourth quarter of 1997 from the 
previous quarter. This was con- 
siderably worse than expected, 
and could lead the already weak 
estimate of gross domestic prod- 
uct growth in the fourth quarter 
to be revised downward. 

It would be foolish to rely on 
a single piece of data to guide 
economic policy. But the fell in 
factory output — the sharpest 
for six years - adds' to a grow- 
ing body of evidence that manu- 
facturers are suffering badly 
from the strength of sterling. 
The trade balance has been 
steadily deteriorating since last 
autumn, with export volumes 
-falling in the three months to 
November for the first time 
since 1093. And the latest sur- 
vey from the Confederation of 
British Industry showed that 
business confidence is' sliding 
fast. 

This weakness is certainly 
depressing GDP growth- But 
there is little sign fe at all parts 
of. the economy are feeling the 
effects. This is demonstrated 
most vividly by the strength of 
the labour market. A survey of 
pay deals published last week 
found that half of January's set- 
tlements were 4 per cent or 


more, significantly above the 
rate of inflation. 

Given the uncertainties, the 
Rank of 'En gland has decided to 
follow a “wait and see" policy. 
The. economy is still, after ah, 
adjusting to last year’s rate 
rises. 

The nature of the two-track 
economy, though, makes mone- 
tary policy an inefficient way of 
manag in g the slowdown. A fur- 
ther rise in rates would proba- 
bly push sterling even higher, 
and so would have a dispropor- 
tionately large influence on the 
the beleaguered manufacturers. 

The obvious alternative is to 
use fiscal policy to target the 
areas of the economy which 
appear to be overheating. 

This could have worked, had 
it been tried earlier. Had Gor- 
don Brown announced a larger 
fisc al tightening in his Budget 
last July, concentrated on the 
personal sector, the Bank of 
England's job could now be a lot 
easier. But to raise taxes in next 
month’s Budget, given the inter- 
est rate rises that have already 
>oVpn place, would risk tipping 
the economy into recessio n . 

Having said this, Mr Brown 
should certainly not ignore ihe 
macroeconomic impact that his 
budget will have. He can help 
out the Bank of England by 
keeping fiscal policy reasonably 
tight. And he must not be 
tempted to make tax cuts that 
increase already-booming per- 
sonal spending. That would 
twjTtp the tensions in the econ- 
omy even worse. 

The sustained strength of the 
pound has made the UK econ- 
omy diffic ult to manage. It wBl 
be hard for the Bank of England 
to strike a balance. Mr Brown 
must ensure he does not make 
the Bank's task any harder. 


COMMENT & ANALYSIS 


The FT Interview • Michel Camdessus 


❖ 


Defending the Fund 

The managing director of the IMF tells Richard Lambert why 
the Fund acted as it did before and during the Asian crisis 


F or a man under fire, 
Michel Camdessus is 
in sprightly form. The 
managing director of 
the International Mon- 
etary Fund is at the centre of a 
' storm of criticism about the 
Fond’s performance in ihe Asian 
financial crisis. He has to help 
persuade a reluctant US Congress 
to pass two crucial votes to take 
the IMF programmes forward, 
and he still has to stamp out eco- 
nomic fixes all over the conti- 
nent, especially in Indonesia. 

Yet there was no hint of strain 
in New York on Friday, when he 
ran through a major public 
speech, a press conference, and 
an. FT interview with panache 
same sharp Gallic h umo ur. 
In the process, he responded for 
the; first time to the big accusa- 
tions that have been flung at the 
Fund in recant months. 

Why, for instance, did the IMF 
not see the Asia crisis coming, 
and could it not have dome some- 
thing to prevent It? 

The Fund, he says, did see 
trouble coming. But it could not 
-persuade ihe affected countries 
to act early enough because they 
were in denial about the prob- 
lems. “A point that is central to 
analysing fta ranw of the crisis 
is the Hprtiai syndrome,” Mr Cam- 
dessus said The fact was that 
these countries had been extraor- 
dinarily successful for 30 years 
and more, and had developed a 
belief in Aslan values and an 
Asian model that gave them a 
sense of impregnability. 

Mr Camdessus had visited 
Bangkok four times in the period 
1 patting up to the Thai crisis, on 
two occasions in secret, in a bid 
to persuade the authorities that 
they had to unpeg their currency 
from the US dollar. But faced 
with its own political difficulties, 
the government had hoped for 
too long that a soft solution could 
be found with no recourse to the 
IMF, perhaps by being bailed out 
by Japan or the US. 

Another problem was that the 
available economic data was 
hugely unreliable. Mr Camdessus 
was too polite to say so, but it is 
now clear that the South Koreans 
had actively misled western 
bankers about the liquidity of 
their reserves and the leverage of 
their •. banking system. An 
improvement in the quality and 
quantity of such information is 
central to the IMF’s plans for 
fending off future crises. 

Why had the IMF imposed its 
same old belt-tightening adjust- 
ment programs on Thailand, 
Indonesia and Korea - pro- 


M fchel Camdessus is not 
ready to say that the 
Asian crisis is over. 
Rather, he approaches the mat- 
ter on a country-by-country 
basis. 

“South Korea is certainly turn- 
ing the corner, and the pro- 
gramme is working . . . the gov- 
ernment not only wants to 
implement the programme but 
go beyond It if needed.” • 

He regards last week’s decision 
by the unions to su p po rt labour 
informs as a breakthrough - be 
had spent a morning persuading 
union leaders of the need for 
change - and he has high praise 
for the leadership of Kim Dae- 

jung, the president-elect. 



grammes that were quite inap- 
propriate to their present needs? 

Here Mr Camdessus became 
indignant The new agreements 
represented a marked departure 
from the IMF's traditional 
approach. They were built not on 
a set of austerity measures, but 
rather on far-reaching struc tur al 
reforms to strengthen financial 
systems, increase transparency, 
open markets and restore market 
confidence. 

It was true that the agreements 
had been accompanied by a sharp 
increase in interest rates. But 
this had to be seen in the context 
of a collapse in confidence which 
had taken Thailand and Korea to 
within days of running out of 
reserves altogether. 

“The first order of business 
was, and still is, to restore confi- 
dence in the currency." It was 
not part of the IMF’s agenda to 
engineer steep currency depreda- 
tions. “On the contrary, in our 
view these currencies have depre- 


dated far mare than is warranted 
or desirable.” To reverse this pro- 
cess. countries had to make tt 
more attractive to hold their cur- 
rency - and that required tempo- 
rary increases in interest rates. 

Mr Camdessus also dismissed 
the notion that the Fund should 
have taken steps to offset the 
inevitable slowdown in economic 
growth, perhaps by leaving room 
for more expansionary fiscal pro- 
grammes, or by being less harsh 
on bust banks. At the start of a 
crisis, at least, countries needed 
to toughen up their fiscal posi- 
tions, to deal with the costs of 
reconstruction and. where neces- 
sary, with the need to reduce the 
current account deficit. As for 
the banking system, shareholders 
had to take their medicine and 
regulation had to be improved. 

The main focus of criticism, 
though, has been on the issue of 
moral hazard: the idea that by its 
interventions the IMF allows bor- 
rowers and lenders to escape the 


full consequences of their reck- 
lessness, thereby encouraging 
others to foDow the same course 
In future. Mr Camdessus 
answered that countries only 
entered an IMF programme as a 
last resort: no borrower would 
voluntarily court the kind of cri- 
sis that brought with it such 
financial, social and political 
pain. 

On the creditors' side, he 
suggested that bankers' memo- 
ries were short “Even a severe 
lesson, well-deserved, need not 
have a long-term influence on 
their behaviour." 

Anyway, most investors had 
taken heavy losses in Asia. “It is 
true that some short-term credi- 
tors are being protected, and this 
is an issue that needs to be 
addressed. But in the case of 
Korea, they are being bailed m at 
longer maturities and below com- 
parable market rates." 

Despite this vigorous defence, 
Mr Camdessus has clearly 


The guts to see it through 


T would say, with perhaps a 
little less emphasis, something 
similar about Thailand, where 
the authorities are extremely 
determined to implement the 
programmes . . . Their efforts to 
restructure the banking sector in 
particular are doing what is nec- 
essary." 

In Indonesia, he implies that 
the problem is largely political - 
and here the prospects are still 
murky pending the president's 
choice of a running mate in the 
coming elections. But at least 
President Suharto has publicly 


committed himself to the IMF 
programme of reform, and Mr 
Camdessus insists that Indonesia 
will get its money only if it 
behaves. Disbursements through- 
out the three-year programme 
will depend cm the country meet- 
ing its targets: if it fails, the pay- 
ments wfll stop. 

“You ask: 'Have we the guts to 
do this?' T answer: ‘Yes, we have. 
Ask Mr Yeltsin.’ ” 

Mr Camdessus accepts that the 
economic outlook for China and 
Japan is crucial to the region’s 
future. “The first thing to worry 


about is how will China react to 
its loss of competitiveness. If it 
were devalue in proportion to its 
neighbours, this would be a 
catastrophe not only for the 
region but also for the world." 

Having visited Beijing and 
received assurances from the 
Chinese leaders, he is confident 
that this will be averted. China 
may have lost the competitive 
edge it established through its 
own devaluation a few years ago, 
but its exports are bolding up 
reasonably well. The Chinese 
need stability to carry through 


SERVER 


■ Tennis metaphors were batted 
around all overrihe place as 
' sota^to^W.tog-ged Thyssen . . 
Krupp paraded its top-seeded 
managers for- the first-time. No 
sign of the earlier bitterness as 
Ekkefrard Sdhnlz^ Tbysseti’s man 
at the top; and Gerhard Cromme, 
Krupp’s own heavy-hitter, ; " 
describ«lti3OTB£lves as “good ■ 
doublespartnersN 
•; Ttotwn pq nttUrankrng rhtef 

different styles: Grompie is 
'voluble and outgoing, Schulz 
. blunt and normally a man of few 
.words. “Dbables-teazns often 
enjoy particular success when * 

each of the players display ‘ 

different quahtaes," observed the 
latter, adding that the top 
management of .the tvro firms 
had “gelled into-a highly 
* effective team".; • 

One cazt only hope. Tbe 


planned, for the combined group ‘ 
ts a strong line-up But there's 
got to -be a risk of arguments 
over whose turn ft is to serve. 
Thus while Thyssen man • 
Hetnz-Gerd SfcefrfWiE keep the ‘ 
-fi^iM^pcndfotto,.'^ruppianans” . 
Gerhard Jocssfaccpimthig and - 
taxes), Ulrida Middetipaim j * . 
(financial control, markers and - 
acqulrithmsX'and Jflrgen . 
Rnssfrsg (fegal aBairSr auditing) 


wlD be running around on the 
same side of the set 
• Schulz himself admits that the 
board looks pretty big and will 
probably be slimmed down in 
due course. Not tbe sort of 
remark to encourage confidence 
in ffie dub house. 


Gold fever 

m Canadian gold outfit TVX has 
hired A local boy to persuade 
rnffltant villagers in northern 
Greece to bade a planned gold 
extraction plant. John 
Drapanictls, until now general 
manager of Bauxite de Parn as s e . 
Greece’s biggest mining 
company, has been hea d h unted 
to run TVOCs Greek subsidiary. 

- It's a tough assignment Locals 
reckon tbe plant, in the 
Halkidiki district, will damage 
their chances of getting rich 
. from tourism; there' ve been 
clashe s with riot police, arson 
attacks and potshots fired at the 
Canadian company’s mine. 

TVX, with government 
backing, says the $200m project 
will be dean and provide jobs; 
now if 9 up to Drapaniotis, a 
mining engineer who worked to 
South Africa in the 1980s, to get 
the message across. 

; His grandfather helped open 
an early lead and zinc mine in' 
HalJddiJd in the 1890s, during. 
Ottoman Turkish role. 
Drapaniotis himself was boro in 
a mining village, and grew up 


with some of the protestors. 
TVX must be hoping he still 
speaks their language. 


Flying fish 

■ Fishy business at Dassault, 
the French group best known for 
the Mirage fighter aircraft Tbe 
company Is set to become lead 
investor in a state-of-the-art 
$L5m fish-processing facility in 
the Middle East. 

The move doesn't mean that 
company boss Serge Dassault 
thinks pilchard prices are set to 
soar. The investment is wrapped 
up with a $2bn order for 30 
Mirage fighters that’s been 
received from the United Arab 
Emirates: Dassault has agreed to 
invest in industrial and civil 
projects as part of the deal 

It’s not the only colourful 
sideline that the planemaker has 
gotin the region. “We also have 
rose gardens," the company 
discloses. Could become a 
thorny issue when (he European 
defence industry gets round to 
restructuring. 


Lactation lounge 

■ JP Morgan's always been one 
of Wall Street’s more 
buttoned-down investment 
hanks, but there are signs the 
venerable firm Is getting to grips 
with what 1990s America calls 
“work/life issues'*. 


Not only are female employees 
entitled to a massive 14 weeks 
maternity leave on full pay - 
many American companies 
grant only six weeks - but those 
brave enough to go back to the 
trading floor can now take 
advantage of a charmlessly 
named “lactation faculty”. 

The best available breast 
pumps have been installed in a 
quiet - and private - room close 
to tbe trading floor. Working 
mothers can. between trades, 
decant milk into special 
containers which can be stored 
in dedicated fridges. Means 
there's less chance of women 
being frozen out of the 
workplace. 


Downhill 


■ Tbe British Broadcasting 
Corporation is famed for its 
emphasis on proper 
pronunciation. So it’s alarming' 
to bear that correspondents have 
been ordered to deliberately 
mis-pronounce a word. 

With tbe Winter Olympics 
getting into foil swing, BBC 
personnel have been ordered to 
say Nagano with the second “a" 
long, as in the Italian city of 
Catania, even though the correct 
Japanese pronunciation is with 
equal stresses. BBC staff have 
mispronounced the city’s name 
for so Jong, apparently, that if 
they change now everyone back 
borne will get .confused. 


decided that defending the status 
quo will nor be enough to win tbe 
day. So in Friday's speech to the 
Council on Foreign Relations, he 
presented what he described as 
six pillars to support the new 
architecture of the international 
financial system. 

These included more effective 
surveillance of countries' eco- 
nomic policies, financial sector 
reform, and more effective struc- 
tures for orderly debt workouts. 

He emphasised the importance 
of what he called orderly capital 
account liberalisation and of the 
need to ensure that counties bad 
strengthened their h anking 
systems before frilly liberalising 
their capital accounts. 

“The last thing you must liber- 
alise is the very short-term capi- 
tal movements," he said, refer- 
ring to the way Chile had 
imposed sanctions on short-term 
capital flows. 

In response to questioning, he 
swiftly added a seventh pillar - 
the need to fight corruption at all 
levels. 

But the final pillar of all Is the 
one that presents him with per- 
haps the most difficulties: the 
need he sees to strengthen the 
international financial institu- 
tions, including their financial 
resources. 

An nnncimt alliance is building 
up in the US Congress against 
the IMF and all its works - 
between the left, which sees it as 
imposing ruthless measures on 
developing nations, and the right, 
which hates the way it inter- 
venes in the market s y stem. 

"What we are doing," argued 
Mr Camdessus, "coincides with 
the basic purposes of American 
diplomacy in the world.” Among 
other things, the IMF was help- 
ing to reverse declining trends in 
Africa, to complete tbe transition 
of eastern European countries 
into the market economy and to 
contain the Asian crisis. And in 
more than 40 years, it had never 
cost the US taxpayer a single 
dime. 

This argument may not cut 
much ice on Capitol HilL But Mr 
Camdessus can count on the 
full-blooded support of tbe presi- 
dent, of Alan Greenspan, the 
chairman of the Federal Reserve, 
and - especially - of Robert 
Rubin, the treasury secretary. 
And when the chips are down, 
many politicians will be reluctant 
to cast a vote that could help to 
reignite the Asian fires. It will be 
done grudgingly, and with some 
considerable opposition. But as of 
today, the betting is that Mr 
Camdessus will get his votes. 


needed reforms in the banking 
system and the state-owned 
enterprises, and this is their 
highest priority. 

He sounds rather less confi- 
dent about the ability of the Jap- 
anese government to take the 
steps needed to restructure the 
banking system and provide a 
fiscal stimulus to its ailing econ- 
omy. He believes Japan's leaders 
accept that the time for incre- 
mental change is over, and that 
strong new measures are 
urgently required. The package 
they have adopted has, he 
thinks, the potential to do the 
job. Tbe question is whether 
there is enough political will to 
drive tbe reforms through. 


100 years ago 

American Train Robbers 
It is rather startling to learn 
that from 1890 to 1897 
inclusive there have been 218 
trains “held up" by robbers in 
the United States. These 
escapades resulted in the 
killing of 78 people and the 
injuring by gunshot of 67 
others. There was a steady 
increase in the number of 
such crimes from 1890 until 
1895, when the total for the 
year reached 49. in the 
following year there was a 
falling off to 28, while in 1S97 
the number was 30, with eight 
persons killed and 11 injured. 
The United States 
Government seems as 
helpless in the face of this 
scandal as it is with the 
lynchi n g? in tbe South and 
West. 

50 years ago 

French Price Rises 
Paris. Feb. 8. Mass meetings 
were held to-day in Paris by 
the Communist-dominated 
C.G.T. (General Confederation 
of Labourj to protest against 
the increased cost of living 
and to demand the 
realignment of wages with 
prices. This move reflects the 
growing dissatisfaction 
among wage-earners, which is 
being exploited by the 
Communists. 
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TV drama adds body 
to Japan’s wine sales 


By Bettian Hutton in Tokyo 

Japanese demand for red wine 
has soared following a maca- 
bre TV drama in which the 
clarefc-ioving main characters 
committed suicide by mixing 
poison with Chateau Margaux. 

Drinkers, who have gener- 
ally preferred white, switched 
to red after an episode in a 
popular TV series. Shitsurak- 
uen or Paradise Lost, last sum- 
mer. 

"This created a surge in not 
only red wine sales but in big 
wine-glass sales,'' said Dents u. 
Japans largest advertising 
agency, which has named red 
wine as one of the hit products 
of 1997. Sales of Bordeaux 
more than tripled last month 
compared with the previous 
January, according to Jardine 
Wines and Spirits, a leading 
wine importer. Chablis sales, 
on the other hand, were flat. 

The total wine market grew 
by about 27 per cent to more 
than 25m cases last year, in 


spite of difficult economic con- 
ditions, and red wine sales out- 
paced white for the first time. 
Rose, often seen as red wine 
for beginners, used to account 
for nearly a quarter of the 
market, but is now out of fash- 
ion. 

Apart from the influence of 
TV. the popularity of red wine 
owes much to the publicity 
given to the “French paradox” 
- the fact that the French diet 
is rich in fats and other 
unhealthy ingredients, but 
French heart disease rates are 
low. Japanese magazines are 
telling readers that natural 
compounds found In red wine 
are now thought to help pro- 
tect the body against dietary 
excesses. 

Suntory. one of the main 
Japanese drinks companies, 
said its red wine sales had 
grown by 50 per cent in three 
years, coinciding with public- 
ity about the health benefits. 
Also, discount stores and 
cheaper “new world" wines 


have made wine affordable. It 
is now common to drink wine 
at home, whereas it used to be 
a rare treat confined to expen- 
sive French restaurants. 

As European-style dining 
has become less formal, dozens 
of imitation French brasseries 
and cheerful Italian trattorias 
have sprung up in Tokyo. That 
has expanded the wining-and- 
dining market to attract 
younger consumers paying 
their own way, rather than 
executives on expense 
accounts. Wine is also increas- 
ingly served with Japanese 
food, which traditionally 
demanded sake or beer as an 
accompaniment. 

At least one Tokyo restau- 
rant specialises in pairing red 
wines with yakitori (grilled 
chicken on skewersV 

Japan has more professional 
sommeliers than any other 
country. But, if you stray from 
the top French and Italian res- 
taurants, your claret may well 
emerge fresh from the fridge. 


Minority investors urge BP 
to act in Russian dispute 


By John Thornhill in Moscow 
and Robert Corzine in London 

British Petroleum, the UK oil 
company, said yesterday it was 
co ming under “moral pres- 
sure” from minority investors 
in Sldanco. the big Russian oil 
group, to intervene in a dis- 
pute over shareholder rights. 

The row highlights the diffi- 
culties foreign investors face 
in dealing with arguments 
among shareholders at 
Russian companies. 

BP is currently completing 
the purchase of a 10 per cent 
stake in Sidanco for $5 71m as 
part of a bold strategy to break 
Into Russia's upstream oil 
industry. It bas seconded three 
senior executives to the 
Moscow-based company. 

Some of Sidanco's minority 
investors, who collectively 
own a 4 per cent equity stake, 
claim their interest in the com- 
pany will be massively diluted 
following a forthcoming closed 


convertible bond issue. On Fri- 
day. Russia’s Federal Securi- 
ties Commission said it would 
investigate their complaints as 
well as other alleged violations 
of minority shareholder rights 
at Yukos. another big oil con- 
cern. 

At the root of such disputes 
is a struggle for the control of 
big Russian enterprises 
between Russian banks, man- 
agers and outside sharehold- 
ers. The defence or investor 
rights has risen to the top of 
Russia's financial agenda fol- 
lowing a spate of corporate 
scandals. 

A BP official yesterday 
accepted that minority share- 
holders in Sidanco faced dilu- 
tion but said the British com- 
pany had no control or 
Influence over the transaction, 
launched before its own links 
with Sidanco. 

BP, which agreed to pur- 
chase its shareholding in 
November, said its role within 


Sidanco was mainly opera- 
tional and geared to incr easing 
the efficiency of the company. 

BP said its own sharehold- 
ing, which brings with it 20 
per cent of the voting rights, 
would not be affected by the 
convertible bond issue as it 
was participating in the offer. 

Sidanco’s minority investors 
say they have been barred 
from participating In the issue, 
registered in December, which 
will Increase the number of 
Sidanco's outstanding shares 
by 173 per cent to 635m. 

Apart from BP, only two 
companies, related to Onexim- 
bank, the powerful financial- 
industrial group that controls 
Sidanco, will be able to sub- 
scribe for the bond issue, 
according to its prospectus. 
Minority Investors are press- 
ing Sidanco to allow them to 
participate in the bond issue 
on equal terms or buy out 
their shareholding at a fair 
market price. 


IMF considers bigger say for poorer nations 


Continued from Page 1 

cracies” of the former Eastern 
bloc. 

Antonio Casas, head of the 
Venezuelan centra] bank, had 
earlier told the conference that 
the Asian crisis highlighted 
“not only the growing impor- 
tance of developing countries 
in tbe world economy but also 
the structural weakness and 
rigidity of the world’s financial 
and monetary system”. 

The Aslan crisis ensured 
that what might have been 
seen as musty rhetoric years 
ago found a receptive, high- 


profile international audience 
at the conference. 

In a statement read to dele- 
gates. Kofi Annan. UN sec- 
retary-general. said: “Develop- 
ing nations feel they are 
bearing a disproportionate bur- 
den of the recent crisis", which 
in some cases was felt to have 
“undermined the prior benefits 
of close associations with the 
world financial markets. 

“The risk is that of looking 
inward - of over-reaction, pro- 
tectionism and the consequent 
erosion of multilateralism. We 
must not allow this to hap- 
pen." 


The G24 countries also 
explored common ground with 
IMF and World Bank officials 
on the fiercely debated issue of 
capital flow. Mr Camdessus 
said: “We need to be audacious 
but sensitive. We need to push 
ahead with capital flow liberal- 
isation but in an orderly man- 
ner." 

Most delegates approved of 
an amendment to the IMF 
charter to Include capital 
accounts under its supervi- 
sion, but warned that an 
uncurbed liberalisation of capi- 
tal flow could heighten volatil- 
ity in the markets. 


AT&T 
threatens 
to halt 
Telmex 
payments 

By Heruy Tricks in Mexico City 

AT&T, US telecomm unicatioiis 
group, in an escalating cross- 
border telecoms argument, 
has threatened to stop paying 
charges levied by Telmex, tbe 
Mexican carrier, for complet- 
ing international calls to 
Mexico. 

Carlos Casasds, president of 
Mexico’s Federal Telecommu- 
nications Commission, said 
carrying out the threat would 
be “terribly counterproduc- 
tive”. He urged the US Federal 
Communications Commission 
(FCO to intervene. 

His remarks came as AT&T 
and MCI Communications, 
another big US carrier, are 
challenging Telmex’s attempt 
to enter the US market They 
are asking the US authorities 
to block Tehnex*s access to the 
US until Telmex lowers settle- 
ment charges levied on US 
carriers for calls to Mexico. 

Last week. MCI announced 
it was freezing 3900m in 
investments in its Mexican 
joint venture, A van tel, which 
provides long-distance tele- 
phone services in Mexico. In a 
January 28 letter to the FCC, 
it complained of the “failed 
state of competition in the 
Mexican telecommunications 
marketplace”. 

AT&T also warned the FCC 
of “anticompetitive market 
conditions in Mexico”, where, 
until 1996, Telmex had a 
monopoly on long-distance 
traffic. Cross-border traffic 
volumes between the US and 
Mexico are the second highest 
in the world. 

In October Tefanex received 
conditional approval from the 
FCC to operate as a long- 
distance carrier in partnership 
with Sprint, the US telecoms 
group. In complaints filed 
with the FCC, AT&T and MCI 
demanded Telmex lower its 
settlement fees to win the 
right to operate in the US. 
Sprint and Telmex agreed to 
lower rates from 39.5 cents in 

1997 to 19 cents in 2000. 
Telmex said the measure 

would cat its net revenues by 
5400m. But AT&T and MCI are 
unhappy with the small redac- 
tion in the rate scheduled for 

1998 and 1999, saying gradual 
reductions offered by Telmex 
could cost them at least $350m 
in lost savings. 

Mr Casastis has urged the 
FCC to ratify Telmex’s pro- 
posed tariff redactions, clear- 
ing the way for its licence to 
operate in the US. 

He said a problem faced by 
Telmex was that a new admin- 
istration had taken over the 
FCC since November, shortly 
after the Mexican carrier's 
entry to tbe US was granted 
initial approval. Of five FCC 
commissioners, four were 
new, and none bad taken part 
in the Commission’s negotia- 
tions with Telmex last year. 
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Europe today 

Scandinavia will become less cold. 
Snow will turn to rain in many 
areas, except the far north, followed 
by showers over Norway and 
Sweden. The Baltic States and 
eastern Europe will have more 
snow, turning to rain only late In the 
day. A few wintry showers will 
reach the Balkans but they should 
soon die away. The eastern 
Mediterranean will stay showery. 
The Iberian peninsula unit have 
showers. Most of central Europe 
win be dry with a little sunshine, but 
fog patches may be slow to clear 
from some areas. The north-west 
will be cloudier with some rain. 

Five-day forecast 

The north and north-west will have 
outbreaks of rain, turning to snow 
for a while over Scandinavia in the 
middle of the week. In general the 
continent will be milder than 
recently. The east wtU have some 
rain in the middle of the week, but 
central Europe will stay settled. 
Showers over the Mediterranean 
will give way to sunshine. 

TODAY’S TEMPERATURES 
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Pricey premiums 


Sumitomo Bank 'a willingness to 
pay a 380-basis-point spread over US 
treasury bonds to raise capital is a 
harsh reminder or how worried 
Investors are about Japan’s finan- 
cial system. And without a clear 
strategy for improving returns, it 
ends up looking like little more 
than a costly wheeze aimed at meet- 
ing capital-adequacy targets at tbe 
fiscal year end on March 3L 

But these are side issues. The real 
concern is why a top Japanese bank 
should be raising capital when the 
industry suffers not from a shortage 
of capital, but a surfeit. Of course, 
Japanese banks are undercapital- 
ised in relation to their assets. But 
the problem is not so much a short- 
age of capital as too many low- 
yielding assets, particularly corpo- 
rate loans, which are nonetheless 
100 per cent risk-weighted for 
capital-adequacy purposes.. Gold- 
man Sachs calculates that nearly 40 
per cent of bank assets are yielding 
under 300 basis points. One solution 
would be to get them off balance 
sheet through securitisation, hut 
Japanese banks have yet to 
embrace this option aggressively. 

Faced with a large capital base 
and ritgrwai margins, it is little sur- 
prise that return on equity for most 
Japanese bawira tnwgiriahga in single 
digits. But there is a further con- 
tributory factor to the banks’ poor 
performance: more than half the. 
banks' shareholders are also their 
customers and, as borrowers, they 
have every incentive to ensure that 
margins are slim, and hence returns 
low. That Is the cost of pricing lend: 
lng decisions on tbe basis of rela- 
tionships rather than credit risk. 
And so long as corporate Japan is a 

mesh Of wnsa ^HaTPhnliliTig H , h ank 

profitability is likely to remain 
poor. 

It would be nice to think tbe gov- 
ernment’s plans to recapitalise the 
banking system might help address 


Gillette 


Share price rotative to ttw S4P Compostta 
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these structural problems. Alas, the 
reality is more tawdry: if they have 
more capital, hawks will lend more, 
so averting the painful credit 
crunch which is hitting many of file 
government’s small business sap- 
porters - raw pork-barrel politics. 
As a result, the plans look more a 
recipe for bolstering the status quo 
rather than a basis far the sort of 
deep-seated restructuring Japanese 
banking so badly needs. 

Government comments that ntma 
of the top 19 banks will be allowed 
to fail have not helped either. Short 
term, the government is probably 
right that a high-profile failure 
would be destabilising. But this 
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short-term imperative needs to be 
balanced with the longer-term need 
to restructure. The way to do this is 
through conditionality : .the price for 
accepting a government' capital 
injection must be clear plans, with 
a timetable and penalties for fail- 
ure, committing the bank to trim- 
ming its balance sheet. Improving 
returns and meeting specific capital 
targets. 

The problem at the. moment is 
that banks and Investors are 
locking to the government to solve 
the banks' difficulties. Ultimately, 
though,, it is only managers who . 
can deliver improved returns which 
can drive earnings and hence share 
prices up an a sustained basis. Only 
if capital injections encourage this 
process will they serve a useful 
purpose. 

Gillette 

Gillette’s products, from razors 
and blades to DuraceU batteries and 
Parker pens, are everywhere. Its 
shares are wmrfi harder to by. 
Which is why JP Morgan, which Is 
selling Slim worth of Gillette stock 
on behalf of Kohlberg Kravis 
Roberts, is offering them at $101 
each - slightly above the^ current 
market price. 

Should Investors be interested? 
At this level tbe shares are virtu- 
ally back to last August's level - 
before Gillette warned of slower 
growth - putting the group- on 34 
times estimated 1998 earning s , a 60 : 
per cent premium to tbe market - 
Yet despite that sky-high rating, the 
answer is almost certainly yes. The ■ 
profit warning must be placed in 
context: Gillette still increased 
earning s per share by 15 per cent 
last year and - analysts estimate 
annual growth of 18 ~ per cent in 
each of the next five. That will be 
driven by a flurry of new products. 


Gillette - promises at least 20 
launches this year, including a radi- 
• cal hew shav ing system to replace 
Sensor Excel, compared with: the 
seven or eight introductions a year 
it managed at the start of the 
decade. Last year's sluggish sales 
largely reflected a decision to run 
down inventories of older products 
before these launches. As sales 
accelerate again, allowing a better 
spread of overheads, operating mar- 
gins should rise from an already 

Impressive 23 per cent 
The group has weak spots, partic- 
ularly Braun shavers whose sides in 
Germany »nd Japan have been dis- 
appointing. But a combination of 
brand strength, product innovation 
and global dis tribution continues to 
look very attractive. 

German jobless 

With, the headline January fig 
ures showing the highest level of 
joblessness since the second world 
war, a fall In the seasonally 
adjusted number bad little chance 
of deflecting popular outrage. 
Despite their cushler benefits, 
unemployed Germans have taken to 
tbe streets in emulation of jobless 
French. And Chancellor Kohl, 
under pressure to “do something” 
about unemployment, was derided 
for a flaccid package of measures 
far the long-term unemployed and 
the promotion of venture capital in 
a stagnant -service sector. 

Clearly, the German economy 
remains too weak to produce a sig- 
nificant turnaround in the labour 
market, particularly in eastern Ger- 
many where more than 21 per cent 
are out of work. And the Ugh pro- 
portion of structural unemployment 

- most economists reckon that fom- 
ent of five among the jobless are 
unemployed far structural reasons 

- raises the risk of a pick-up in 
inflation if the jobless rate falls 
modi below 10 per cent. Compared 
with an unemployment rate In the 
US and the UK of around 5 per cent 
the benefits of reducing structural 
rigidities are clearly huge. 

Postponing radical tax. and pen- 
sion reform wasa bad start. Bat the 
gradual breakdown of collective pay 
bargaining; particularly in the east, 
falling unit costs 7 and grudging 
union malleability in the face of 
globalisation are encouraging. How- 
ever, in an election year politically 
expedient steps such as Lower Sax- 
ony's nationalisation of Preussag 
Stahl are likely to be in much 
greater evidence than the reforms 
German businesses need. 
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Innovative ideas create markets. 


In the rapidly developing 
European high yield bond 
market these, transactions 
represent important milestones. 
These financings are the 
largest high yield bond issues 


completed in Deutschmarks 
and Sterling respectively. That's 
why, more and more, clients 
turn to Goldman Sachs to 
help them succeed in complex 
and evolving, marketplaces. 
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King World aims 
for prime time 

Eng World, the television programme 
distributor responsible for selling the Oprah 
Winfrey show, came under fire last year roar Its 
slim and ageing programme portfolio. But with 
ABC having just renewed its contracts for the 
venerable Wheel of Fortune and Jeopardy gam e 
shows until 2002, the company has $80Gm to 
spend, and aims to extend beyond its daytime 
talk shows, news magazines and early evening 
game shows. It is aiming for prime time, where 
the rewards and the risks are greatest,' Page 17. 

GLOBAL INVESTOR 
European slocks gain weight 

The proposed merger between Glaxo Well come 
and SmithKline Beecham looks set to usher in a 
new phase of eonsofidatiou in the pharma- 
ceuticals industry. But it also illustrates the 
need for global investors to make the right deci- 
sions about multinational stocks. Page 18 

INTERNATIONAL EQUITIES 
Hfarfcet upturn lifts hope* for TP 

The mini-boom on the Warsaw -bourse last week 
has raised hopes for the sale .this autupan of • 

Te 1 ekomunikaqja Polska, the national telecom- 
munications operator. The sale, which win be 
one of Poland’s largest to date, should refresh 
investor interest after a. flood of offers too small 
to attract foreign investors in a weak market 
affected by the Asian crisis and relatively low 
corporate profits- Page 18 

CURRENCIES 

Traders keep an eye on the Gulf 

. In a week thin oh eco- 
Tiaiic • .-' l nomic data, the issue 
SFr per s ' r ~ ■ most likely to affect 

, .go r- — £ ' currency movements is 

. ) the situation in the 

„ . . Gulf. The standoff • 

JLh £ between Iraq and the 

-TOT • W ’ US should develop this 

yA 0 'f~ 7 week and although an 
f . • attack by the US has 

i I - been discounted by the. 

„ 18 ^ 7 1. '' -• 98 . market, a response by 

' •' r - Iraq has not, says Step- 

hen Yorke, of SBC Warburg in London. Any 
shift towards conflict could therefore boost the 
Swiss franc and the dollar, the traditional 
havens among currencies. Page 20 

COMMODITIES 

Bears set to hold sway over oil prices 

Development in Iraq are also likely to domi- ■ 
□ate the oil market this week. Biff whatever the 
outcome; the UN’s approval of an increase in r 
Iraq’s permitted levftl pf oil.eaqiprts, troth, the 
equivalent of $2bn to 45-2bn e verysix months, is 
likely to push oil prices down. Military action 
against Iraq wojjld cause an upward blip, hut * 
this would be brief; once Iraqi supplies came on 
stream, the price would crumble again. Page 20 • . 
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EMERGING MARKETS 
Asia sounds wake-up call 

Asian equity markets saw explosive rallies last . 
week as investors who had stayed out of the 
region for fear of mistiming their re-entry 
scrambled to raise their weightings. 'Hie rally 
was not a complete surprise, but last week's 
rally was driven by long-term investors rather 
than speculators. Page 21 

DERIVATIVES 

European exchangee look to the future 

DTB and Soffex, the German and Swiss deriva- 
tives exchanges respectively, confirmed that 
their planned merger into a single entity called 
Eurex would be concluded in the autumn, in 
time for the single European currency. Page 21 

FT GUIDE TO THE WEEK 
- full listings Page 32 

_ SCIENTISTS GATHER . 

More than 5.000 ' 
scientists are expected 
dmBEr in Philadelphia for the 

annual meeting of the 
American Association 
for the Advancement of 
Science (AAAS) on 
__ Thursday. Subjects 
MK being discussed include 
new approaches to managing chronic pain, 
efficacy of sun screens, the science of chocolate 
and the future of forensic DNA tes ti n g . 

CHINA DEFENCE MOVE 
Chi Haotian, China's defence minister, visits 
Australia. New Zealand and Fiji on a tour of the 
Pacific region, starting on Saturday, while Ld 
Peng, the prime minister, visits the Netherlands 
for three days. 
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Mediobanca may seek capital increase 

By Paul Betts m Muan Italian banking system is braced for further consolidation 


By Paul Betts in Milan 

Mediobanca, the Milan 
Investment bank at the heart 
of an influential network of 
financial and industrial rela- 
tionships, is to consider a sig- 
nificant capital increase to 
raise funds for its. share of a 
new equity Issue and to rein- 
force its financial position 
before consolidation in the 
Italian banking system. 

The secretive Milan basking 
group's board, executive com- 
mittee and core shareholders 


syndicate will- meet on 
Wednesday. On the same day 
IMI, its Rome-based Invest- 
ment bank rival, is to hold a 
board meeting to approve IMTs 
proposed merger with Istituio 
San Paolo di Torino. Italy’s 
largest commercial bank. 

San Paolo's board on Friday 
night approved the proposed 
merger which would create the 
biggest Italian banking group 
with assets of L342,iXKJbn 


($180bn>. That would make tbe 
new banking combination 
more than 35 per cent larger 
than Intesa, the banking group 
recently formed by the merger 
of Ambroveneto and the Can- 
pi o savings institute, and the 
proposed integration this year 
of Banco di Napoli with Banca 
Nazionale del Lavoro. 

EMI's board is expected to 
approve the San Paolo merger, 
which may also be enlarged to 


the Monte dei Paschi di Siena 
banking group as well as 
Imesa. Monte dei Pascbi 
and tbe Cariplo foundation. 
Imesa 's largest single share- 
holder, each out! 10 per cent 
stakes in IMI. 

Tbe San PaoloIMl merger is 
creating waves. Financial ana- 
lysts said it might affect the 
Banca Nazionale del Lavoro 
privatisation and merger with 
Banco di Napoli because of the 


ENA insurance group's stake in 
Banco di Napoli. IMI and San 
Paolo have 3 per cent stakes in 
IN A. 

The deal is also expected to 
strengthen IMI as an invest- 
ment banking rival to Medio- 
banca, which until recently 
had a near monopoly of mer- 
chant banking in Italy. 

Milan banking analysts say 
a shift in the balance of power 
such as the San Paolo-IMI 


merger always has after- 
shocks. Italy's inefficient bank- 
ing system is also under pres- 
sure to consolidate before 
European Monetary' Union. 

Mediobanca must raise at 
least L540bn to subscribe to its 
share of a L4.000bn capital 
increase by Assicurazioni Gen- 
erali today. Mediobanca's 12.4 
per cent stake makes it the 
largest shareholder in Assi- 
curazioni Generali, which will 
use tbe capital increase to 
acquire a controlling stake in 
AMB. the German insurer. 


PacifiCorp plans to buy 
29.9% of Energy Group 


Getty Communications snaps up Allsport 


By William Lewis in New York 

PacifiCorp, the US electricity 
'group. Is planning to buy up to 
29.9 per cent of Energy Group's 
shares in an attempt to see off 
any attempt by rival suitors to 
out-bid its £4.05bn ($6.76bn) 
offer for the UK company. 

According to London-based 
market sources. .PacifiCorp 
intends to use its approximate 
$l-3bn cash pile to acquire the 
shares in the market, giving it 
an effective -blocking stake in 
Energy Group- 

Last week PacifiCorp 
announced - a new recom- 
mended offer for Energy 
Group at 765p a share - 11 per 
cent more than it agreed to 
pay last summer before its 
690p a share bid was held up 
by regulators. 

Nomura, tbe Japanese bank, 
and Texas Utilities, the US 
group, have said they were 
considering a hid for Energy 
Group- Both PacifiCorp and 
Energy Group believe a formal 
offer from either. Nomura or 
Texas would run into regula- 
tory difficulties, but PacifiCorp 
is keen to reinforce its position 
-by making the stock purchase. 

PacifiCorp said a purchase of 
Energy Group shares **cer- 


The UK government would 
almost certainly refer a hid by 
Nomura Securities, the Japa- 
nese investment bank, for 
Energy Group to the Monopo- 
lies and Mergers Commission, 
senior government members 
believe, writes David Wighton 
in London. 

An offer from a financial 
bidder such as Nomura would 
raise new concerns about 
Energy Group’s Eastern elec- 
tricity and gas business which 
ministers argue would 
demand a full inquiry. 

An MMC investigation 
would be a severe blow for 
Nomura, whose principal 
finance group, headed by Guy 
Hands, has confirmed its 
interest in bidding for Energy 
Group xfid could leave the 
field dear for a straight fight 
between PacifiCorp, the US 
utility, and Texas Utilities. 

tainly is something we would 
be contemplating*. 

Last week PacifiCorp 
announced that the US Federal 
Energy Regulatory Commis- 
sion ' had approved its deal 
with Energy Group. Formal 
clearance is expected soon 
from the US Federal Trade 


Commission. A move by Pacifi- 
Corp to acquire shares in the 
market would be in line with 
previous takeovers of UK elec- 
tricity companies by US 
groups. It is seen by invest- 
ment bankers as a routine tac- 
tic before the closing of a com- 
petitive takeover. 

Energy Group's shares 
closed on Friday at 779p, 1-ip 
above FacifiCorp's recom- 
mended offer of 765p a share. 
Under UK takeover panel 
roles, if PacifiCorp acquires 
Energy Group shares in the 
market at a price higher 
than its recommended offer, it 
would have to raise the 
value of its bid - something 
PacifiCorp does not Intend to 
do. 

But PacifiCorp is likely to be 
able to negotiate with arbitra- 
geurs and other types of 
Energy Group shareholders to 
acquire large lines of stock at 
below its recommended offer 
price. 

With arbitrageurs putting a 
premium on the time value of | 
money, they are likely to be 
attracted to PacifiCorp’s offer 
of payment now for the shares 
they hold rather than waiting 
for the formal closing of the 
US group's offer- 


■it) 



Getty Communications, one of the largest 
suppliers of images to the media, has bought 
ADsport, the sports photographic agency, for 
about S30xn, writes Roger Taylor. 

The highly acquisitive company set np a 
little over two years ago by Mark Getty, a 
former merchant banker and son of philanthro- 
pist John-Paal Getty, markets images from pic- 
ture libraries such as Hulton Getty and Tony 
Stone Images. 

News of its latest purchase came as it 
announced a 13 per cent increase in sales for 
1937 to £6 1. 5m (SlOlm). with net Income up 41 
per cent at £2. 5m. 

It is paying $16.5m cash with the balance in 
shares for Allsport which has an archive of 




about 4m images, including tbe photograph 
above of Konishiki, the Sumo wrestler. The 
agency also supplies photographs direct from 
sports events to media organisations. 

The acquisition will be funded in part by a 
S28m investment in the Nasdaq-listed company 
by Getty Investments, the family trust which 
holds a controlling stake. 

Getty Communications said Allsport fitted 
its ambitious to sell images over the internet 
Allsport provides an on-line subscription ser- 
vice with 180.000 images available through its 
website. Last year Getty bought Photodisc, the 
biggest supplier of pbotographs via the inter- 
net, which it said had achieved a 430 per cent 
increase in on-line sales to $7.5m last year. 


Nomura aims to reduce holdings in Japanese banks 


By George Graham 
and Clay Hards 

Nomura Securities, Japan's 
biggest securities house,, is 
looking at ways to cut its large 
portfolio . of shares in 
Japanese banks. 

Junichi Ujiie. Nomura's new 
president and chief executive, 
said the company was “seri- 
ously considering* how to 
reduce its portfolio in an 
orderly way. "We have a 


hunch of bank shares. Is this 
really a strategic portfolio for 
ah investment bank? I ltind of 
doubt it," he said in London. 

Mr Ujiie was promoted to 
the top post at Nomura last 
year to clean up the firm's 
Image after it became 
embroiled in the sokaiya. scan- 
dal involving payments made 
to gangsters. He said Nomura 
appeared to have got over tbe 
worst effects of sanctions 
imposed by the Ministry of 


Finance for its involvement 
with sokaij/a- 

The securities firm had 
started to lose retail clients 
last April and had dipped 
below 4.9m customer accounts 
between September and 
November. By December, how- 
ever. clients were returning 
and it topped 4-96m accounts 
by the end of 1997. “They're 
coming back to us very 
quickly,” Mr Ujiie said. With- 
out actively seeking their busi- 


ness, Nomura had won a good 
proportion of the clients of 
Yamaichi Securities. Japan's 
fourth largest broker, which 
failed in November. 

Although Nomura’s share of 
turnover on the Tokyo stock 
exchange bad halved to about 
5 per cent, falling below US 
rivals such as Merrill Lynch 
and Morgan Stanley, much of 
the lost business was low- 
margin trading to assist insti- 
tutional clients. As a result, 


profitability' per transaction 
had actually improved during 
the sanctions period. 

Max Chapman, who heads 
Nomura's international 
operations from London, said 
the firm did not plan to com- 
pete globally for clients in 
every corporate finance sector. 

"We want to create an 
organisation that is suited for 
us. not a copy of Morgan Stan- 
ley or Merrill Lynch." he said. 

Nomura wants to bring to 


Japan tbe securitisation skills 
it has built up overseas. 

Industrial companies want- 
ing to spin off inefficient, non- 
core investments would offer 
opportunities for techniques 
pioneered in the UK by Nomu- 
ra's Principal Finance Group. 
The group has bought assets 
ranging from pubs to army 
bousing and refinanced them 
by securitising their cashflows. 

Lex. Page 14 


Privatisation’s boom 
times run out of steam 

Bank fees for handling sell-offs have almost halved 


ft's a Cinven challenge 


E urope’s privatisation 
boom - has meant huge 
profits for investment 
banks. At Its peak in the mid- 
1990s, banks were earning 
close to 3 per cent of the value 
of each transaction as govern- 
ments sold big chunks of their 
telecoms, banking and utility 
sectors. 

Fees for initial public offer- 
ings were high and steady, and 
even those for secondary 
issues averaged about 2.8 per 
cent in 1995 and 1996, accord- 
ing to estimates by Morgan 
Stanley. For much of last year, 
the average was St5 per cent. 

But events last week con- 
finned the boom days are over. 
Spain selected Dresdner Klein- 
I wort Benson to act as global 
co-ordinator for a $4bn-S5bn 
I secondary offering of shares in 
Endesa, the power group, for a 
fee of L7 per cent of the global 
tranche. And Poland chose 
Schroders to advise on and 
arrange the $2bn flotation of 
Telekom unlkacja Polska for a 
fee of 1-83 per cent of that 
issue’s International tranche. 

These levels might look gen- 
erous, considering the size of 
the deals, but the fee has to be 
shared among the banks in the 
selling syndicate. By the time 
every bank has been paid, the 
fee can he very small Some 
may not even make a profit for 
their time and effort. 

"The global coordinator [the 
most prized rolel will make 
money even if fee levels are 
falling. Those who lose are the 
more junior roles, such as the 
cbrlead managers and co- 
managers,". says the head of 
equity capital markets at a 
London-based investment 
bank. 

The phenomenon of dimin- 
ishing returns is largely 
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restricted to the privatisation 
business. Fees for corporate 
IPOs remain high, mainly 
because Europe does not have 
many of them. As there are so 
many privatisation deals, 
banks will engage in fee- 
cutting to win business - 
using fees as a “strategic 
weapon". 

Spain has traditionally been 
the battleground for the banks, 
because its privatisation pro- 
gramme has been proceeding 
so quickly. 

Late last year fee levels for 
some mid-sized Spanish priva- 
tisation mandates fell below £ 
per cent amid intense competi- 
tion among the banks. Such 
competition is the main reason 
why fees are falling and wifi 
keep on doing so. 

Privatisation In western 
Europe, especially Spain. Por- 
tugal and Italy, is well 
advanced. Most “market- 
opening" transactions - such 
as Deutsche Telekom or 
Spain’s TeleflSnica or Repsol - 
are already completed. But the 
number of banks chasing wbat 
remains is still very high - 
although the consolidation 


going on in investment bank- 
ing will help. 

At the same time, govern- 
ments have become extremely 
cost-conscious, aware they can 
trade the banks - whose level 
of expertise is almost uni- 
formly high - against each 
other. The Spanish govern- 
ment places a greater empha- 
sis on the cost to it of a privati- 
sation transaction than on any 
other factor. Other govern- 
ments are likely to do the 
same. 

Diminishing returns from 
privatisation are affecting the 
attitude of investment banks 
to doing such deals in two 
ways. First, syndicates are get- 
ting smaller. Many bankers 
say they are reluctant to 
accept secondary roles in the 
syndicate, and there are often 
arguments about the rate of 
remuneration for taking on 
such roles. 

Second, tbe global houses 
say they are no longer pre- 
pared to chase every privatisa- 
tion mandate because the 
returns are a declining part of 
their overall business. These 
banks have already scooped up 
most of the headline deals and 
are seeking to develop the cor- I 
porate IPO sector. s 

Some European banks 
accuse the big three US equity 
houses - Goldman Sachs, Mor- 
gan Stanley and Merrill Lynch 
- of using the enormous prof- 
its they earn from their virtual 
stranglehold on the US new 
issue business to subsidise 
their European operations. 

Whatever the truth of that 
claim, there Is no doubt that 
competition may well cause 
fees to tan below the 1.5 per 
cent level this year. 

Vincent Boland 


3 4 
10 3 


4 


Are you getting 
the right figures? 


Cinven Lmiiicd h rrgutacd by IMRO 





FINANCIAL TIMES MONDAY FEBRUARY 9 1998 


COMPANIES AND FINANCE 


AIG sues 
Cendant 
over 
rival bid 
for ABI 


By William Lewis and 
John Authors in Mew Yorit 

The battle for control of 
American Bankers Insur- 
ance intensified with Fri- 
day's announcement that 
American International 
Group, the insurer, had Hied 
a lawsuit accusing its bid 
rival. Cendant, the US direct 
marketing company, of “dis- 
seminating numerous false 
and misleading statements”. 

In December AIG 
announced an agreed $ 2 . 2 bn 
bid for ABI and last month 
Cendant countered with an 
unsolicited $2.7bn offer and 
a lawsuit. Earlier this week 
it wrote to ABI’s board, 
promising not to close the 
company's Mi ami headquar- 
ters or cot any jobs there, 
and suggesting that AIG's 
bid would require job losses. 

Yesterday ABI said its 
board was unable to take a 
position on the Cendant 
offer as it could not “assess 
several aspects” including 
Cendant’s high leverage and 
business plans. 

Under US takeover rules 
the ABI board was able to 
respond to the Cendant offer 
in one of three ways - rec- 
ommend. reject or fail to 
take a position. Its agree- 
ment with AIG included an 
undertaking not to discuss 
takeovers by rival suitors 
for at least four months. 

Cendant said it was “grat- 
ified that notwithstanding 
the contractual constraints 
placed upon the American 
Bankers board, it clearly 
conld not continue to fully 
support AIG'S $47 bid in the 
face of our superior $38 pro- 
posal”. 

AIG's law suit, filed in the 
US District Court for the 
Southern District of Florida, 
alleges that Cendant 
embarked npon a “campaign 
of misinformation”. 

It accuses Cendant of 
“deceiving shareholders” 
and alleges that Cendant 
falsely claimed it was on an 
“equal footing” with AIG in 
the insurance regulatory 
approval process. It adds 
that Cendant, whose main 
businesses are real estate, 
hotels, car-rental and mem- 
bership clubs, has “negative 
tangible net worth and no 
history of running an insur- 
ance company.” It also 
accuses Cendant of account- 
ing policies which lead to 
“greatly inflated current 
earnings at the expense of 
future earnings”. 

Cendant replied that it 
had a higher investment rat- 
ing than American Bankers, 
and that it stood “able and 
ready to infose American 
Bankers with appropriate 
capita] for growth”. It 
attacked AIG’S “canards and 
misinformation". 


Opposition to Emu diminishing 


By Katharine Campbell, 
Growing Business 

Correspondent 

Britain’s medium -si zed 
businesses have changed 
their tune on European Mon- 
etary Union in the past year, 
with opposition to a single 
currency ebbing away. 

Some 48 per cent of such 
companies now favour 

Britain signing up to the 
euro, according to a survey 
of 753 businesses with sales 
of between £lm and ElOOm 
(S1.6m-$165m) conducted for 
3i. the private equity group, 
by MORI. 


“These are fairly indepen- 
dent-minded people who will 
not necessarily think the 
same way as a Unilever." 
said Charles Richardson, 
director of corporate affaire 
at 3L "But they are coming 
to the conclusion that the 
risks of being out are greater 
than they thought a year ago 
now that participation in 
Emu is likely to be broader.” 

Last year, only 30 per cent 
were in favour of Britain 
being Inside the euro zone, 
while 41 per cent were 
against. 

At the same time a signifi- 
cant min ority retains objec- 


tions - with 34 per cent this 
year still opposed. 

Meanwhile, small firms 
made only limited prepara- 
tions for Emu during 1997 
because they are unsure of 
what is required, according 

to the Bank of England. In 
Its fifth annual report on 
finance for the sector, the 
Bank warns that even small 
firms trading only domesti- 
cally will experience the 
knock-on effect of Uxe euro 
through the supply chain 
from January 1999. 

If and when the UK joins 
Emu. small firms will experi- 
ence disproportionately high. 


conversion costs - partly 
because they are . less able 
to take advantage of econo- 
mies of scale, for instance in 
the modification of IT 
systems. 

The Bank also believes the 
introduction of the euro is 
likely to lead to increased 
competition in their home 
market. 

In a separate report on 
smaller exporters, the Bank 
says sources of advice are 
still too fragmented. It 
detects inconsistent service 
and co-ordination from 
export development counsel- 
lors at Business Links. 


It adds that counsellors 
devote insufficient attention 
to companies least able to 
pay for services. 

• The government mean- 
while gets a favourable 
review in the 3S/MORI sur- 
vey, with 39 per cent of 
respondents saying minis- 
ters had handled the econ- 
omy better than expected. 
However, they sent a strong 
signal to the government in 
its overhaul of capital ga in s 
tax.' More than half of those 
surveyed said they would 
consider using an offshore 
trust to avoid tax if they sold 
their businesses. 


Merloni invests up to 
£40m in Russian plant 


By Peter Marsh 

Merloni Elettrodomestici of 
Italy, one of Europe's biggest 
makers of white goods, is to 
invest up to £40m ($64m) in a 
combined cooker and wash- 
ing machine plant near 
Moscow’, as part of its strat- 
egy of building up sales in 
eastern Europe. 

The announcement has 
been timed to coincide with 
the visit this week to Rome 
of Boris Yeltsin, the Russian 
president, who Is anxious to 
drum up more Investments 
in his country by foreign 
companies. 

Merloni’s plant near 
Moscow follows its recent 
unveiling of a plan to spend 
£oOm on a cooker factory in 
Poland, scheduled to employ 
600 people by the end of next 
year. 

Francesco Caio. Merloni’s 
chief executive, said be 
hoped Russia and eastern 
Europe would account for 
30-35 per cent of Merloni's 
annual sales by the end of 


the century, up from 20 per 
cent now. 

“In following this plan, we 
have realised we must man- 
ufacture locally, rather than 
export [from western 
Europe].” he said. 

Merloni, which in 1996 had 
sales of L2.508bn ($l.4bn). 
with net profits of L13.3bn. 
claims to be have the biggest 
share of the market for 
Imported white goods in 
Russia - a sector which is 
growing rapidly as consum- 
ers incomes increase. 

According to Mr- Caio. this 
market is growing at about 
30 per cent a year, as against 
the 3-4 per cent a year 
growth that is the best that 
white goods experts expect 
for sales in west European 
countries over the next few 
years. 

Other western companies 
keen to build up domestic 
appliance sales in Russia 
and neighbouring countries, 
mainly through imports, 
include Whirlpool of the 
US. Electrolux of Sweden 


and Bosch-Siemens of Ger- 
many. 

The industry estimates 
that in 1997 sales of domestic 
appliances in Russia and 
eastern Europe came to 
about 10 m units, half of 
them imports. Merloni 
claims about 40 per cent 
of the import market in 
units. 

Merloni’s Moscow plant is 
intended to start up as an 
assembly and service site for 
cookers, with investment 
limited to about £ 10 m. 

The bigger project, 
intended for about 2001. 
would expand the plant to 
full-scale washing machine 
production, at which point 
it could employ up to 500 
people. 

Mr Caio said the plan for 
new plants in eastern 
Europe was part of his strat- 
egy to “change the balance” 
of Merloni's plants so they 
were closer to customers. At 
present about 70 per cent of 
its production capacity is in 
Italy. 



Francesco Caio targets Russian and eastern European sales 


Lansforsakringar to buy 
Wasa in SKr3.4bn deal 


By Greg Mclvor 
in Stockholm 

The consolidation of 
Sweden’s financial services 
sector took a fresh turn on 
Friday when Wasa and Lans- 
forsakringar. two of the 
country's five largest insur- 
ers, agreed a SKr3.4bn 
(S424m) merger. 

The tie-up between the 
two privately-held groups 
will create Sweden's biggest 
non-life insurance group and 
the third-largest in life 
assurance. 

Lansforsakringar Wasa. as 
the new group is to be 
called, will have 2.7m cus- 
tomers and total assets of 
SKri24m. 

The groups predicted the 
merger would yield SKrSOOm 


of annual cost savings 
wi thin three years. Between 
350 and 400 jobs will be cut 
from the combined 4,200 
workforce. 

Industry analysts saw the 
deal as a response to tbe 
SKrl6.8bn acquisition last 
year by Skandinaviska 
Enskilda Banken of Trygg- 
H ans a. Sweden's second- 
largest insurer after Skan- 
dia. 

Under the merger. Wasa - 
which fought off a SKrl^bn 
hostile bid by Trygg for its 
non-life business two years 
ago - will formally be 
acquired by Lansforsakrin- 
gar. However, the companies 
described the deal as a 
merger of equals. 

Lars Rosen. Wasa manag- 
ing director, said tbe two 


groups complemented each 
other “uniquely". 

Wasa was strong in life 
assurance, while Lansforsak- 
ringar was rooted in non-life 
operations. 

The new company will be 
owned by the 24 county- 
based insurers which control 
Lansforsakringar and the 
foundation which controls 
Wasa. In addition, Wasa’s 
international partner, 
Eureko, will have about a 5 
per cent stake. 

Assuming approval from 
competition authorities, the 
merger will take effect from 
May l. 

Lansforsakringar was 
advised by Alfred Berg. 
Wasa was advised by Han- 
delsbanken Markets and 
Fox-Pitt Kelton. 


A Rumpus in 
the toy market 


Notice of redemption to the Holders of 
Yen 15.000,000.000 Undated Subordinated 
Guaranteed Variable Rate Notes 
(the “Notes") 
of 

FUJI BANK INTERNATIONAL FINANCE N.V. ube “Issuer”) 
Guaranteed on a subordinated basis by Tbe Fuji Bank. Limited 
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SECTION 8 WATER INDUSTRY ACT 1991 

NORTHUMBRIAN WATER LIMITED 




Nonce is hereby piven that on 2nd February 1998 Northumbrian 
Water Limited of Northumbria House. Regent Centro. Goslonh, 
Newcastle upon Tyne. NE3 3R1 applied to the Director of Water 
Services for appointment as a water undertaker to noplace Hartlepool 
Water PLC in respect of the area at To fin Farm (excluding tho 
promise-) known aa Tofts Farm and High Bumosft which are currently 
supplied by Hartlepool Water). 

The application is made in the circa rnst-inces described by section 
7i4Hbi of the Act in that none of the premises within the area ore 
nerved by Northumbrian Water Limited. 

A copy of the application and annexed plan may be inspected free of 
charge nt all reasonable hours at Northumbrian Water Pity Me 
Offices. Abbey Road. Pity Me. Durham DH1 6F.I. 

Dated this 2nd day of February 1995. 




CREDIT LYONNAIS 
USD 60,000,000.- 
Uixbted Subordinated 
Step-Up 

Floating Rate Notes 

Noteholders ore hereby 
informed that 

Cr&Sf Lypa na a w9 re d e e m 
the cool amount of the 
wraondla! notes at the 
principal amrmm thereof on 
the lit* of Mar* 1998, 
together with accrued 
Interest, as permitted coder 
ConSdoa 5(a) of the Notes. 

Fiscal and Principal 
Paying Agent 


: A CREDIT LYONNAIS 
E» LUXEMBOURG SA 


ABBEY NATIONAL 
TREASURY SERVICES 
PLC 

FRf 1,000,000,000.- 

CNO-TEC 10 linked 

FRN doe 2009 

Noteholders are hereby 
oafarmed d» the rate 
oppBc^Ie for the Rest 
interest period has been 
(faced at 439%. The Coapoo 
N a I wfli be payable at the 
price of FRF 10,975.- on 
May tlcfa, 1998, 
representing die 1st (porter 
of Interest. 

The Reference Agent and 
PrfetdpaJ Paying Agem 
el» CREDTT LYONNAIS 
129 LUXEMBOURG SJL 


By Laura Silber in New York 

In tbe heart of New York’s 
toy district, Larry Schwarz 
is having the time of his life. 
Rumpus, his fledgling toy 
company, last year reported 
sales of Jim. 

This week Rumpus - 
along with hundreds of other 
small companies - hopes to 
interest buyers at New 
York’s annual toy fair. 

In spite of Mr Schwarz’s 
enthusiasm, analysts believe 
tbe chances of survival for 
small toy companies are 
slim. With sales of toys, dolls 
and games, including elec- 
tronics. expected to amount 
to some $33bn in 1998, it’s 
not child's play. 

“It is very tough. How can 
they go against the giants 
like Mattel or Hasbro?” asks 
Harold Vogel, toy and enter- 
tainment analyst at Cowen 
& Company, investment 
bank. 

’'Barbie commands a 
whole store section. The 
small companies can’t buy 
enough shelf space or adver- 
tising and the cast of capital 
is much greater." he says. 
“The pattern generally is to 
be bought out or fail.” 

However, the 27-year-old 
Mr Schwarz appears 
undaunted by the slim odds 
predicted by seasoned 
observers like Mr VogeL He 
sees Rumpus as a David 
challenging the industry’s 
Goliaths. Rumpus, he says, 
has been approached by 
companies wanting to buy 
out a toy line. He has 
rejected all offers because he 
wants to be involved in 
every phase - from creating 
the toys, to production in a 
factory in China, to sales. 


The toys are witty and 
innovative. There’s Gus 
Gutz. an overweight guy- 
whose removable organs 
come with an anatomy 
chart Monster In My Closet 
a benign three-toed homed 
fleecy creature who will 
scare away the bad mon- 
sters: and the Dolls fn the 
Gallery gang - Gaugin’s 
Teha’amana. Da . Vinci’s 
Mona Lisa and Van Gogh's 
Roulin the Postman. 

While a law student in 
New York, Mr Schwarz 
would sketch toy designs in 
his notebooks. On gradua- 
tion, be borrowed $15,000 in 
seed money and worked 
from his Oat. 

Last year Rumpus toys 
met an enthusiastic response 
from FAO Schwarz, the stan- 
dard bearer of US toy shops 
(and no relation). Mr 
Schwarz says he was ini- 
tially told to “get lost by 
Toys R Us”. This spring the 
nationwide chain will fea- 
ture a new Rumpus toy 
called Eggels. 

With their toys household 
names for decades, the big 
companies seem, to view 
such competitors with dis- 
dain. Lisa McKendafl, direc- 
tor of marketing communi- 
cation at Mattel, which 
recorded $44Jbn of sales in 
1997. has never beard of 
Rumpus. But she added 
politely: *T think we take 
seriously all of our competi- 
tion because there is always 
room for innovation." 

Mr Schwarz says he is not 
in the toy business for the 
lure of ricbes. *Tt is what I 
wanted to do all my life. 
Although I was an only fond 
and did not even like to 
share my toys.” 


Uniform brand 
for ABN Amro 


By Clay Hams, 

Banking Correspondent 

.ABN Amro, the Dutch bank, 
today adopts a unified 
investment banking Identity 
by introducing a single 
“brand” for most of its busi- 
nesses worldwide. 

They all will trade as 
"ABN Amro” with three 
exceptions - ABN Amro 
Rothschild, the equity mar- 
kets joint venture with NM 
Rothschild: Hoare Govett 
Corporate Finance, the UK 
corporate broker, and Alfred 
Berg, the Scandinavian 
investment bank ABN Amro 
bought from Volvo three 
years ago. 

Among the names to dis- 
appear will be Massonaud 
in France and Chicago Cor- 


poration in the US. 

The Dutch bank’s move 
follows Deutsche Bank’s 
decision to jettison the Mor- 
gan Grenfell name and 
HSBC Holdings' dropping of 
James Capel. 

Rijnhard van Tets, chair-, 
man of ABN Amro's invest- 
ment banking and global cli- 
ents division and a member 
of its executive board, said 
the rebranding signalled the 
increasing integration and 
globalisation of operations. 

Of the bank’s business 
lines, global equities Is run 
from London, while fixed 
Income, corporate finance 
and asset management have 
"co-locations” in London and 
Amsterdam. 

The latest identity change 
will costF15mi&5m). 


INTERNATIONAL NEWS_DjGEST ; 

State takes over 
two Thai banks 

The Thai authorities seized control of two mid-sized 

lenders over weekend — the Siam City Bank and the 
First Bangkok City Bank - which had foiled to raise a 
minimum of fresh capital SCB and FBCB are the seventh 
and eighth biggest commercial banks respectively with 
combined, assets of about Siam and 7 percent of total 

domestic deposits- 

This completes the process of solving urgent problems 
in the finance industry, said the Bank of Thailand gover- 
nor Chaiyawat Wibulswasdi. The re m a in i ng banks have 
no urgent problems. 

Hie existi n g shar es in both banks are almost wiped out 
to reflect the level of dead assets leaving the central lank 
as virtually the sole owner with its earlier emergency 
loans converted into equity. 

Caretaker managers will run the banks for at least six 
months until they can, be sold. Mr Chaiyawat admitted 
that the newly acquired banks might be merged to attract 
a foreign buyer. 

The shdtng baht encouraged ING Bank to withdraw its 
offer to take an Initial 10 per cent equity investment in 
the SCB last year; Citibank Is conducting cautious due 
diligence of FBCB to see if it might takes controlling 
stake. The central bank now owns four of the 15 commer- 
cial banks: it took control of the Ba ngk o k Metropolitan 
Rank from one of T hailand ’s leading business fam ili e s 
last month. 

As part of the terms of its $17J2bn bale-out package the 
IMF hag hannwi the authorities from pouring more money 
into bankrupt lenders. 

The central hank has lent more than Bt600m to a finan- 
cial industry that has acquired a mountain of bad debt 
when the baht's tumble pricked property and financial 
bubbles blown up during the boom years. 

WiUiam Barnes. Bangkok 

OERUKON-BUHRLE 




Buhrle family replaces board 

Switzerland's wealthy Bflhrle family has replaced the 
entire board of Oer likon-B tthrl e and increased its stake in 
the sprawling Swiss conglomerate which has been strug- 
gling to mflkp a success of a business portfolio which 
ranges from luxury shoes to missiles. 

Oerfikon-Btthrle and Xhag Holding, which looks after 
the Bfihrle family 's interests, announced on Friday that 
Wans Widmer, the group’s chairman, and his six co-direc- 
tors, had decided to resign. A new board, led by Willi 
Eossling, a former chief executive of Landis & Gyr, will 
takn over after the annual meeting in May. OB was res- 
cued from near bankruptcy in 1981 by the big Swiss 
banks, which converted part of their debt in the loss- 
making company into equity. Mr Widmer, a former 
McKinsey management consul tant, was brought in to 
turn the company round. He has sold several businesses, 
cut costs mid reduced the net debts to one third of their 
level prior to the restructuring. 

OB resumed dividend payments last year but the turn- 
round has taken much longer than expected and has been 
marred by management disagreements in poorly perform- 
ing parts of the business, such as the barely profitable 
Bally luxury shoe division. 

Beat Kunz. of Bank Julius Baer, has described OB as 
"one of the last dinosaurs in the Swiss Jurassic Park”. 

The stock market's respect for Mr Widmer's turnround 
s kills were dented last summer following the surprise res- 
ignation of Ernst Tho mk e, Switzerland's best known com- 
pany doctor, who quit as chai rman of the Bally shoe divi- 
sion after the parent company refused to back bis plan to 
raise new capital by spinning off part of Bally on the 
stock market. WiUiam Hall. Zurich 

TAIWAN • ‘ 


China Developments stake for sale 

Taiwan’s ruling Nationalist party will sell its holdings in 
China Development, the country's biggest venture capital 
concern, in a private placing. 

Liu Tai-ying, who runs the Nationalist party’s extensive 
business interests, said the move would allow China 
Development to get rid of its sometimes negative image as 
a party-owned concern and prevent political intervention 
in its operations. • 

“The move will help China Development’s long-term 
development and the interests of our 300,000 sharehold- 
ers,” Mr Uu said. 

Ihe party directly owns about S per cent of China 
Development. The sell-off would take place after tbe May 
board of directors meeting. Laura Tyson. Taipei 

CREDIT SUISSE FIRST BOSTON 

Ex-Treasnry official promoted 

| Credit Suisse First Boston has named David Mulford. for- 
mer US Treasury official in the Reagan and Bush adminis- 
trations, to the new position of “chairman Inte rna tio nal ” 
The Swiss-owned investment bank said Mr Mulford, its 
vice chairman since 0992, would formally direct global 
strategic initiatives across investment banking and capi- 
[ tal markets businesses. A member of the CSFB executive 
board, he will also continue to chair the bank’s Europ ean 
and Latin American executive committees. Clay Harris 

PEREGRINE 


Grupo Santander to submit offer 

Grupo Santander and Peregrine’s liquidators are finalis- 
ing a contract to submit to Hong Kong's Hi gh Court early 
this week, following an agreement by the Spanish bank- 
ing group to buy international stockbroking staff and 
assets of the te r r ito r y 's failed investment bank. 

Under the initial agreement, concluded last Friday, 
Banco Santander will buy much of the equities businesses 
of Peregrine which were not included in the sale of its 
Cheater China- operations to Banque Natiaoale de Paris. 
Terms of the Santander accord were not disclosed, but 
executives close to the deal said a reported price tag of 
more than US&Qm was too high 
Should the deal be concluded, and should final court 
approval also be received for the BNP deal, the fete of 
most of Peregrine's equity operations would be deter- 
mined. Negotiations are also at an advanced stage for part 
of th® investment bank's asset management division. 

John Bidding. Hong Kong 

FORESTRY 


Metsa profits surge to FMlbn 

Metsa-Serla, Finland's third-largest forestry group, dis- 
pelledaome of the gloom in the sector because of weak- 
ness in Asia, by predicting wood pulp prices would 
rebound later this year. Announcing a surge in full-year 
pre-tax profits from FM315m to FMlbn ($183^0m), Metsa 
forecast the price of long-fibre pulp would bounce back in 
the second half of 1998 after a decline earlier In the year 
linked to sagging demand in Asia. 

In spite of continuing overcapacity in the pulp industry. 
Metst said production curbs this spring and in the 
autumn would support prices. The company forecast prof- 
its would exceed last yearYIeveUt attributed the 
improvement in J99Teamings to hjgher deliveries and 
Improved cost efficiency. This helped lift the operating 
margm from 6 per cent to 10.5 per cent Sales were 
FMl49bn, against FMlfl^bn. Metsa said two-thirds of the 
increase came from acquisitions and investments. Eam- 
mgs per share advanced from FML65 to FM4JJ0.' The <fivi- ’ 
dend was set at FML80- Qreg Mdoor, Stockholm 
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COMPANIES AND FINANCE 



on French expansion 


' wk* Clay Harris 


■n-Franfdi^t 


Deutsche Bank's immediate 
amMtjofis'to expand in France are 
likely to be tfkwarted by French 
insistence on: “reciprocity, accord- 
ing to Rolf^'Breixer, chairman of 
Geraiahy’a largest hank.' 

. The takeover of AGF, the French 
insurer, by Germany's Allianz 'had 
decreased the chances that Deut- 
sche could follow soon with a simi- 
lar acquisition, Mr Breuer said in 
an interview with the Financial 
Times. 

“The feeling in France, if Tm not 
totally mistaken, is tbat.it is now 


the. tum.of a French institution to 
. [take over] a German one," Mr 
Breuer said. 

He added: “Reciprocity is -what 
they call it, bwi as long as that is 
the name of the game,' I'. think 
Deutsche Bank does not have 
much of a chance' for a.- major 
-acquisition in- France." 

Evidence for his concerns 
emerged last week when French 
officials hinted at conditions which 
could limit .takeovers as they 1 
approved the Allianz- AGF deaL 

Mr Breuer also said he thought 
Credit Suisse, the Swiss bank, 
would not be an ideal merger part- 
ner for Deutsche. 


He added that Deutsche could 
restructure its domestic insurance 
interests by selling some stakes 
and increasing its holdings in other 
companies. Apart from its Deut- 
sche Herald business “what we 
have in the insurance field is not 
satisfactory." he said. "So either 
we can increase it and come to a 
meaningful size or we have to get 
rid of it” 

Deutsche had talked to share- 
holders in Gerling and N&rnberger 
BeteUigungs, the insurance compa- 
nies in which it holds minority 
stakes. Mr Breuer said: "I have put 
it to them: we are not satisfied - 
either more, or nothing." “If we do 


not get to a reasonable size, we 
would say OK, that was that, 
maybe we should concentrate on 
other core businesses." But if Deut- 
sche did get a majority in one or 
both, he said, "it would be a mean- 
ingful nucleus because you cannot 
stay German alone. You have to 
then have a European aspiration.*' 

Mr Breuer indicated that his con- 
cern about French attitudes was 
based on recent experience. “We 
would always go for a friendly 
takeover." he said. "We need the 
support of the local management 
and they, of course, need the sup- 
port of the French authorities." 

Of Credit Suisse, whose name 


has been mentioned as a possible 
partner for Deutsche since Union 
Bank of Switzerland and Swiss 
Bank Corporation got together, Mr 
Breuer said; “1 am not interested in 
Swiss retail banking. I'm not con- 
vinced that [CS's recent insurance 
acquisition] Winterthur is a good 
idea, so the logic of this is a little 
bit hidden to me." 

The Swiss bank's emphasis on 
derivatives was also “maybe a little 
too much on the high side. So there 
are a number of questions which 
do not make Credit Suisse the nat- 
ural candidate." But its investment 
banking and asset management 
businesses were attractive. 


Rodamco 
poised to 
mirror 
Reits 


By Nonna . Cohen, 

Properly Correspondent 

Rodamco UK. the British 
arm of the Netherlands^ 
based publicly quoted prop- 
erty investment company, is 
considering seeking a sepa- 
rate listing as a Dutch prop- 
erty food in a move which 
would be more tax efficient 
for UK shareholders than 
buying shares In- a. UK-listed 
property company. 

If Rodamco to successful 
in creating the vehicle, it 
could become a blueprint for 
other UK property compa- 
nies which 'are seeking tax- 
efficient vehicles for Indi- 
rect prop er t y investment ■ 

The British Property Fed- 
eration, a trade group, has 
made the creation of tax- 
efficient property vehicles 
one of Its lobbying priorities 
for 1998. It has noted the 
success of Real Estate 
Investment Trusts in the US, 
which have spawned the 
growth of more than $120bn 
in tax-efficient, easily trade- 
able vehicles allowing inves- 
tors to buy shares in prop- 
erty pools. 1 

Unlike UK property com- 
panies. Reits pay no corpo- 
ration tax hot are required 
to distribute 95 per emit of 
net Income to shareholders 
as a dividend. UK investors 
jin direct -property invest- 
ment pay no corporation tax 
but the expense and . ineffi- 
ciencies of owning property 
outright is Increasingly a 
bar to direct investment. 

Chris Barfcram, managing 
director of Rodamco UK and 
Its UK management com- 
pany Haslemere Estates, 
said that one possibility was 
the transformation of the 
company, into -.a separately 
listed Fiscale Beleggingsin- 
stelling, which, like a US 
Reit, pays no corporation 
tax. It also pays no capital 

gains taxes. 

Late last year, Rodamco, 
the parent - company, 
announced it 'was consider- 
ing demerging its interna- 
tional businesses into sepa- 
rately traded companies, 
allowing shareholders them- 
selves to choose which prop- 
erty markets to invest tn. \ 

Mr Bartram said UK 
shareholders purchasing the 
Netherlands-listed shares 
would still Incur a 15 per- 
cent withholding tax levied 
on dividends, but that would 
be considerably less than 
the 31 percent rate of corpo- 
ration tax paid by UK-listed 
companies. 

The decision by Chancel- 
lor Gordon Brown last July 
to scrap the ability of UK 
pension funds to reclaim 20 
per cent of their dividend 
against Advance Corpora- 
tion Tax had suddenly made 
the Dutch listing attractive. 

If the ■ company chose to 
seek a Dutch listing, it to 
likely it would also seek a 
secondary listing on the 
London Stock Exchange. 
“Over time, we would expect 
the majority of trading to 
drift to London," he said. 

According to research 
from Kempen Directie, a 
Dutch' investment bank, 
Rodamco’s UK business has 
assets of FlZTbn <SL34bn) 
while its European assets 
total FI 3-7bn. 
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Oprah backs King World strategy 


W ith one- good word 
from Oprah Win- 
frey. ah obscure 
book can be sent rocketing 
to the top' of the bestseller 
1 lists. Her meat-buying 
recommendations can frog- 
tie the entire US beef indus- 
try. or so litigious Texas 
ranchers allege. Bert is the 
queen of daytime talk televi- 
sion any good with stocks? ; 

She is certainly prepared 
to put her money where her 
mouth to. Renewing her deal 
with King World, the televi- 
sion programme distributor 
which sells The Oprah Win- 
frey Show around the globe, 
she recently traded, two 
year's worth of her talents 
for cash and stock options 
which raised her stake.in the 
company to about 5 per cent 
Although off -its recent 
peak of $58Vi, the share price 
has recovered from the dol- 
drums of 12 months ago; 
when criticism -of King . 
World's slim and ageing pro- 
gramme portfolio, held it 
down around $94. 

Bat age. says Michael 
King, chief executive, has 
proved hr the meantime to 
be more. of a virtue than a 
failing. ABC has just 
renewed its contracts to con- 
tinue showing the 19ry ear- 
old Wheel of Fortune and 
the- -venerable. Jeopardy 
game shows until 2000. 

; . ."Then they’ll be renewed 
again for more money, just 
Hke football;", he predicts. 
Ebullient; at the best of 
times, Mr King seems fit to 
.bust over- the. recent spend- 
ing-spree by - the broadcast 


networks which doubled TV 
fees for the national game, 
and led NBC to fork out 
$i3m an episode for the 
primetime hospital drama 
ER, for which it now pays 

g>wr 

Who needs distribution, he 
asks, when successful pro- 
gramming can earn such 
rewards? Although all the 
leading integrated entertain- 
ment groups produce their 
own programming and own 
cable and broadcast outlets, 
the pure content company is 
still king in his book 

With $800m cash "to put to 
good nse". the company has 
positioned itself for a risky 
and costly push into fatten- 
ing up its portfolio. In the 
process it aims to extend its 
reach beyond its established 
niches in daytime talk 
shows, .. news magazines and 
the so-called “access" early 
evening time-slots occupied 
by. its game shows. It is how 
aiming for primetime, where 
the rewards and the risks 
are greatest 

..The process started last 
year with the formation of a 
children's programming 
arm. King World Kids, with 
.producers. Vanessa Coffey 
and Jim Bah an tine - whose 
credits include Bagrats and 
Doug — to .now working on 
resurrecting The Uttte Ras- 
cals, a favourite from the 
early days of cinema. 

Roseanne Barr, heroine of 
a popular blue-collar sitcom 
which recently ended a nine- 
year run. has signed up for a 
daytime talk show to launch 
in September. 


A joint venture with Bar- 
bra Streisand's Barwood 
Films will make TV movies, 
while Hollywood Squares, an 
ancient comedy game show 
known in the UK as Celeb- 
rity Squares - with Whoopi 
Goldberg as the regular star 
- is being revived In time for 
next season. A1 Ruddy, pro- 
ducer of The Godfather , will 
lead King World's attack on 
the primetime market with a 
new series. Murder, Inc. 
Nick Pileggi, co-writer of the 
nrrlaimoH film-s Casino an d 
Goodfeltas wfU provide the 
scripts. 

Such high-profile names, 
analysts say. will help the 
company attract more top 
talent to a line-up which a 
year ago could boast only Ms 
Winfrey. Their fees may also 
help it dispose of its cash 
pile. 

And although Hollywood 
Squares had a successful 
past, so too had rivals such 
as Let's Make a Deal, which 
is being revived by Walt Dis- 
ney's Buena Vista Televi- 
sion. 

T he game format has 
been unpopular with 
programmers for 
years as attention has been 
switched to situation come- 
dies and other, more pol- 
ished productions. Indeed, 
only four of the 20 game 
shows introduced in the past 
10 years have survived in 
syndication for more than 
one season. 

It is not much easier to 
establish daytime talk. 
Although Mr King says 


Floats pr oduce 
options windfalls 


By Roger Taylor 

Eight UK directors made 
paper gains of more than 
film ($L6m) on share options 
from companies coming to 
the stock market last year. 

’ The .tnggest winners were 
-in high-technology busi- 
nesses with directors of Pow- 
derject Pharmaceuticals, 
Cambridge Antibody Tech- 
nology and Ionica, dominat- 
ing the top of. the tables 
drawn up by Paisner & Co, 
the solicitors. 

Terry' Burk oth of Powder- 
ject,_ the medical devices 
company developing a need- 
leless injection, came top in 
the survey. His L4m options 
at iQp a share would have 
netted him a -gain of £2-4m 
when Powder] ect floated at 
I85p. 

David Chiswell of Cam- 
bridge Antibody Technology, 
the biotechnology company, 
had options worth more 
than £2m when the company 
floated at 500p but the 
shares have, since drifted 
back to 405p. . . 

Patrick Mitchell of Ionica, 
the telecommunications 
group, saw much . of his 


options wealth disappear 
after the company floated in 
July at 39Qp. At the time he 
was sitting on potential gain 
of £l-9m but a profits warn- 
ing in November sent the 
shares plummeting to S4p. 

- The gains are only on 
paper as directors are not 
allowed to exercise options 
awarded before flotation 
until certain performance 
criteria have been achieved. 

David Cohen, author of the 
survey, found the criteria 
were getting tougher. In 
1996, most companies requ- 
ired earnings to rise by 2 per 
cent above inflation. In 1997, 
most set a higher target 

These findings were sup- 
ported by a separate survey 
from New Bridge Street Con- 
sultants. Mark Anderson, a 
director, said that companies 
listing last year were meet- 
ing higher standards of cor- 
porate governance. 

Sixty of the 71 companies 
floated last year had an exec- 
utive share option scheme 
with most granting options 
at flotation. Of the 40 grant- 
ing options only 5 failed to 
.set any performance condi- 
tions. 


Daimler ready 
with Smart car 


By Graham Bowtey 
in Frankftirt 

Daimler-Benz of Germany 
has chosen next month’s 
Geneva motor show to 
unveil its revised version of 
the Smart urban car, after 
the launch had to be post- 
poned following safety and 
production problems. 

The Smart car, developed 
as a joint venture between 
Daimler’s Mercedes-Banz 
subsidiary and Switzerland’s 
SMH watches group, was 
due to be on sale in March 
but was delayed for six 
months after rolling over in 
the infamous *‘elk tests",, 
which are designed to exam* 
ine high-speed manoeuvres. 

The accident was a further 
blow to Daimler-Benz, fol- 
lowing the delay to its Mer- 
cedes-Benz A-Class . car 
which had also rolled over in 
elk tests, The Smart’s chas- 
sis has been redesigned to 


give a wider wheel-base and 
lower centre of gravity. 

Following the problems, 
Johann Toxnforde, head of 
development at MCC, the 
joint venture behind the 
vehicle, was moved. Hie was 
replaced by Gerhard Fritz, 
who was responsible for the 
development of the Mer- 
cedes' M-CDass sports utility 
vehicle which has been a big 
success in the US. 

MCC said yesterday the 
redesign of the Smart car's 
chassis would have a “slight 
Impact" on the vehicle's 
appearance, which would be 
revealed at the show in 
Geneva on March 3 to March 
15. The car is due to go on 
sale in October. MCC expects 
eventually to build some 
200,000 cars a year. 

During the delay, MCC 
workers at the Smart factory 
in Hambach, France, have 
been kept busy revamping 
the A-CIass, MCC said. 


Overheads 
hold back 
Banco do 
Brasil 


By Jonathan Wheatley 
In Sao Paulo 

Government-controlled 
Banco do Brasil, Brazil's 
biggest bank, continues to 
suffer from excessive admin- 
istrative costs, hampering 
Its ability to compete with 
the private sector, according 
to Carlos Gilberto Caetano, 
financial director. 

Mr Caetano, speaking late 
on Friday as the bank 
revealed a return to the 
black last year after record 
losses in 1996, said person- 
nel costs should fall this 
year with the retirement of 
6,009-7,000 employees. The 
bank ended 1997 with more 
than 76,000 staff. 

However. Mr Caetano said 
the bank would need to 
make further restructuring 
during 1998 “to put it in a 
better position to compete 
with private banks, where ft 
continues to suffer the dis- 
advantages of an overweight 
structure." 

Analysts have praised 
efforts to turn round the 
cumbersome hank which is 
under management intro- 
duced by the government of 
President Fernando Hen- 
rique Cardoso in 1995. In 
particular, stricter lending 
criteria have been intro- 
duced after decades of 
unrestricted lending to Bra- 
zil's vast agricultural sector. 

Last year's profits of 
R$5 73.8m <|510m) followed 
losses of R$7.5bu in 1996, 
largely recognising years of 
under-provisioning for bad 
loans. Also in 1996, the 
bank made an unsuccessful 
capital call of RS8bn, almost 
entirely subscribed by the 
Treasury. 

Mr Caetano said 1997 prof- 
its would have been greater 
had it not been for losses of 
R5160m caused by a virtual 
doubling of Interest rates 
following the Asian finan- 
cial crisis. 

Banco do Brasil was due 
to pay the Treasury divi- 
dends of R$81-5in. However, 
Mr Caetano said only 73 per 
cent of that would be paid, 
with the rest to go towards 
restructuring costs. He 
rejected accusations that the 
bank was failing to give 
shareholders a sufficient 
return. 



Patrick Swayze with Oprah on one of her shows last month 


Roseanne “could easily be a 
major franchise for 20 
years", its format has not 
yet been established, while 
previews of another new- 
comer hosted by The 
Osmonds, Dormy & Marie, 
have been well received. 

If King World is gambling 
heavily on its conviction 


that it does not need its own 
distribution, so too is the for- 
midable Ms Winfrey. A good 
word from her for Roseanne, 
the pretender to her title, 
might be too much to expect, 
but it would dearly be in her 
own best interests. 

Christopher Parkes 


INTERNATIONAL NEWS DIGEST 


Securitas plots 
spending spree 

Securitas, the fast-growing Swedish security group, plans 
to spend SKrlbn ($i23mi - SKr2bn on acquisitions in 
Europe during the next three years to achieve its target of 
20 per cent annual profits growth. 

Reporting a 12 per cent rise in full-year pre-tax profits. 
Thomas Berglund. chief executive, said Securitas wanted 
to acquire one of the UK's four large manned guarding 
services companies. These are Group Four, Renlokil, 
Securicor and Reliance. 

He said Securitas was also looking to expand in Ger- 
many and France. Pre-tax profits rose from SKr550m to 
SKr614m. Securitas blamed higher than expected restruct- 
uring costs in its German operations during the First half 
for Its failure to reach its earnings growth target. Turn- 
over rose from SKr9.!bn to SKrlO.Sbn, an increase of 18.6 
per cent The company said 7 per cent of the rise came 
from organic growth. 

The company said it would rejoin the Stockholm stock 
exchange's main A-list after joining a mass defection to 
the O-list in protest at higher taxes on A-list company 
shareholders. The Swedish government has since closed 
the O-list loophole. Greg Mclvor. Stockholm 

■ JAPANESE RESTRUCTURING 


Koa Oil to cut staff by 30% 

Koa Oil, a medium-sized Japanese refiner 50 per cent 
owned by Cal rex of the US. is to cut its staff by about 30 
per cent over the next three years as part of a restructur- 
ing. 

Koa did not give details of how it would implement the 
plans, but said the measures would result in a YlObn 
fSSO.Sm) cost saving by March 2001. Koa employs 960 and 
said it intended to cut that figure to 700. Deregulation in 
the Japanese oil industry is forcing most companies to cut 
costs and restructure. Many have cut jobs but forced 
redundancies are unusual. Be. than Hutton. Tokyo 

■ ALUMINIUM PRODUCTION 


Alcoa seals Spanish purchase 

Alcoa, the world’s largest al uminium producer, yesterday 
completed its takeover of Inespal, the formerly state-con- 
trolled Spanish group, in a 8410m deal which will make 
Spain Alcoa's main production centre in Europe. 

An initial privatisation deal was agreed last July after 
years of talks with the US-based company. The final sign- 
ing followed approval last month by the European Com- 
mission and the Spanish cabinet. The price paid by Alcoa 
includes taking up Inespal debt. Pedro Ferreras, chairman 
of Sepi. Spain's state industrial holding company, said 
this left Sepi only PtaiQbn ($125ml in income from the 
transaction but described the deal as highly profitable for 
Spain. 

With annual sales of around PtalSObn and 4,500 employ- 
ees. Inespal contains all Spain's primary aluminium 
smelting facilities. Between 1991 and 1994 it built up 
losses of more than PtaBSbn. It is expected to make up 
half Alcoa's revenues in Europe, providing it with an alu- 
mina production base and half its primary aluminium 
output in the continent. Paul O’Neill. Alcoa president, 
said the company would stand by a pledge to maintain 
overall job levels. 

Morgan Stanley Dean Witter advised Sepi on the deaL 

David White. Madrid 
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The proposed merger 
between Glaxo Wellcome 
and SmithKline Beecham 
looks set to usher in a new 
phase of consolidation in the 
pharmaceuticals industry. 
But it also illustrates the 
need for global Investors to 
make the right decisions 
about the multinational 
stocks. 

On the UK stock market, 
for example, just four drugs 
stocks were responsible for 
all of Monday's initial 140- 
point rise in the FTSE 100 
index. The pharmaceuticals 
sector makes up more than 
11 per cent of the All-Share 
index, compared with Just 
6.2 per cent for the FTSE 
SmallCap. Why go to all the 
bother of researching 
smaller company stocks, 
when your decision to be 
underweight or overweight 


in drugs stocks will have 
much more of an impact on 
your portfolio? 

At the same time, many 
international investors must 
be having increasing doubts 
about tbe benefits of geo- 
graphical diversification. US 
investors, in particular, have 
seen their own market pro- 
duce three successive years 
of 20 per cent plus gains, 
while overseas markets have 
done less well in local cur- 
rency terms and even more 
badly in dollars. 

As the crash of 1987 and 
October's reaction to the 
Asian crisis have illustrated, 
equity markets appear to be 
highly correlated in times of 
stress: bonds, rather than 
other countries' equities, 
would appear to be the bet- 
ter diversification bet. 

For a while, the emerging 


COMPANIES DIARY 


Strong 
pound and 
Asia to take 
their toll 

The results of the eight 
FTSE 100 companies that are 
reporting this week are 
likely to show the effects of 
sterling's strength and Asian 
markets turmoil. British Air- 
ways may be hit by a decline 
in the number of travellers 
to and from the region, but 
figures from Lloyds TSB will 
highlight the defensive qual- 
ities of the UR domestic 
banks. During the coming 
UK bank reporting season, 
the defensive qualities of 
such stocks, which have 
growth rates faster than the 
market and low exposure to 
currency and Asian risk, are 
likely to be underlined. 


TODAY 

• Third-quarter figures 
from British Airways are 
likely to provide further evi- 
dence of the impact of the 
strength of sterling. Recent 
falls in tbe oil price will 
have little impact on these 
figures, but NatWest Mar- 
kets expects to see falling 
unit costs. 

Tbe shares have suffered 
from a combination of slow- 
ing UK economic growth, 
concerns over Asia and 
delays to the company's 
planned alliance with Ameri- 
can Airlines. However. Mike 
Powell at NatWest has told 
clients: “We expect alliance 
developments to be positive 
over the next 12 months and 
this, combined with more 
modest growth plans should 
help restore confidence in 
the company." 

• The following shares go 
ex-dividend: Asda. GEC. 


markets appeared to be offer- 
ing something distinctly dif- 
ferent; a higher level of 
growth that should be on a 
different cycle from that in 
the developed world. But the 
Asian crisis has cast grave 
doubts on the emerging mar- 
kets bull case. 

First of all. Asia may take 
years to recover from tbe 
financial excesses that have 
provoked the current mess. 
Secondly, the emerging 
stock markets have not been 
structured to give investors 
the full benefits of their 
countries' fundamental eco- 
nomic growth; partly 
because of lack of transpar- 
ency and limits on foreign 
ownership and partly 
because some have been too 
heavily weighted in finance 
and property stocks. 

Perhaps the answer, there- 


HS:C Furnishings. Misys. 
WH Smith. Somerfield. 

• AGMs are due at Derwent 
Valley and Euro therm, and 
an EGM at Minerva. 

TUESDAY 

• The quarterly dividend 
from BP. which unveils 
fourth-quarter figures today, 
will be seen as an important 
signal, with some analysts 
expecting 5-5p. the same as 
the third quarter. However, 
some forecast an increase to 
5.75p, which would hi g hli g ht 
the company’s confidence in 
underlying earnings growth. 
Some specialists in the deriv- 
atives market, where divi- 
dend Income has an impact 
on the pricing of contracts, 
expect a 5.8p payment. 

• BOC Group- the industrial 
gases company that recently 
announced the long-awaited 
sale of its Ohmeda division 
for Slbn is set to unveil first- 


fore. is to buy those global 
companies which can sell 
tbeir products in fast-grow- 
ing markets, but are domi- 
ciled in tbe US or Europe 
and thus conform to accept- 
able accounting and trans- 
parency standards. 

The trouble with this idea 
is that everyone had it three 
years ago; stocks with a 
global franchise have 
already been bid up to pretty 
demanding ratings. Inves- 
tors with a value slant have 
underperformed as they 
have watched pricey-looking 
stocks like Coca-Cola (until 
six months ago at least) keep 
marching ahead. 

The prospect of mergers 
among the global elite 
makes the task of stock-pick- 
ing even more difficult, as 
share valuations become vir- 
tually irrelevant; Glaxo was 


already on a price-earnings 
ratio of more than 30 before 
the merger was announced. 

Morgan Stanley has made 
an impressive-looking 
attempt with its research 
document, the Competitive 
Edge, which hammers out a 
list of its 40 "best ideas" for 
global stocks. The invest- 
ment bank's sectoral ana- 
lysts pick 250 companies 
with a "sustainable competi- 
tive advantage", then elimi- 
nate those which are 
unlikely to realise their 
potential, face cyclical obsta- 
cles. or where the strength 
of their position is already 
reflected in the price. 

Valuation must be the 
most difficult part of the pro- 
cess. For example. General 
Electric of the US is cited as 
one of Morgan Stanley's 40 
best ideas. But Barton Biggs, 
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the company's best-known 
guru and a member of its 
global strategy group, told 
readers of last week’s Bar- 
ron's magazine to short GE 
stock. "GE is a great com- 
pany that is extremely over- 
priced,” he said. 

But perhaps the most 
interesting outcome of the 
exercise is the geographical 
allocation that arises from a 
bottom- up process. When 
Morgan Stanley first pro- 


Soicc Cash & txra - unrm wwv™. . " 
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duced the report, in October 
1996, 67 per cent of the 
stocks witb a sustainable 
competitive advantage were 
from the US: well above 
North America's 38 per cent 
w eighting - in the MSCI AH- 
Country World Index. Japa- 
nese and emerging market 
companies made up only 10 
per cent of the list, against a 
benchmark of 32 per cent 
Those weightings would 
have proved a great asset to 


any investor brave enough 
to follow them last year, and 
perhaps provided an early 
warning sign of , Asia's 
weakness. The new portfolio 
retains an overweight 
position in the US but the 
number of European 
companies with! a 
competitive edge has 
increased sharply. Talk of a 
revolution in the European 
corporate sector may not. be 
just talk. 




BP share price relative to 
the FT$E09 Exploration 
& Production Sector 



John Browne, 
chief executive of BP 
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quarter results hurt badly 
by the impact of strong ster- 
ling. 

Analysts expect a rise of 
about 2 or 3 per cent to 
about £i05m pre-tax. 

• Reuters Holdings' final 
results are set to be over- 
shadowed by events leading 
up to tbe US law suit the 


company faces from Bloom- 
berg. However, the impact of 
a shrinking client base in 
Asia may have more effect 
on the group's long-term 
future. The Asian market 
turmoil is likely to result In 
downgrades to 1998 fore- 
casts. 

A consensus of analysts’ 
estimates shows they expect 


a 2 per cent decline to £637m 
pre-tax and earnings per 
share of 29.4p, according 
to ntES . the estimates ser- 
vice. • 

• Final results from Uni- 
lever are likely to include 
exceptional costs for the 
strength of sterling and 
restructuring. 

Although a consensus of 
analysts' forecasts shows 
they expect a pre-tax £aB of 
about £i00m to £2_55bn, and 
earnings per share down 
lpto 20.48p, tbe underlying 
result is likely to be either 
static or slightly ahead of 
last time. 

• Porvair, the microporous 
materials maker, is expected 
to produce pre-tax figures up 
from £4.2m to about £7m, 
and earning s per share up 
from lip to 17_38p. according 
to IBES. 


• AGM at Allied Domecq. 


WEDNESDAY 

• Medeva is due to unveil 
final results and a consensus 
of analysts' estimates from 
IBES shows the pharmaceu- 
tical group is expected to 
produce pre-tax figures up 
abont 6 per cent at 2111m, 
and earnings per share static 
at 20.73p. 

• AGMs at Carlton Commu- 
nications and Daily Mail and 
General Trust. 

THURSDAY 

• Fourth-quarter results 
from Shell Transport and 
Trading are expected ' to . 
show only minor damage 
from Asian economic . slow- 
ing, with a slight advance to 
about £1.3bn pretax. The 
dividend payment from the 
London and Amsterdam 
listed group is set to be a 
focus of attention, because of 
the weakness jaf the Dutch 
-guilder. 


• Final results from Willis 
Corroou may be overshad- 
owed by the issue of how the 
insurer is dealing with its 
US operations, which some 
analysts say may not be 
profitable. A consensus of 
analysts’ estimates by IBES 
shows they expect static 
results, with pretax profit of 
£90m and earnings per share 
of l2J3Sp. " 

• AGMs at Countryside 
Properties, Eurocamp and 
Rutland Trust. 

FRIDAY 

• ■ The UK hanks' reporting 
season gets under way with 
final results from Lloyds 
TSB. and the consensus of 
analysts’, forecasts shows 
they expect a 25 per cent 
advance in pretax profits to 
£3.17m and "earnings per 
share "Of about 41. 6p, an 
advance of 30 -per cent. A 
similar increase is expected 
in the dividend.- to I7p. *+• 


FT- JAPAN CLUB 

ANNUAL REPORT SERVICE 


TORAY INDUSTRIES, INC 



Toray Industries. Inc., one of the world’s largest manufacturers of 
synthetic fibres and textiles, is diversifying into plastics and chemicals, 
housing and engineering products, pharmaceuticals and medical 
products, and new products and other businesses, including carbon 
fibre and electronics and information-related products. 

In fiscal half-year ended September 30, 1997. consolidated net sales 
rose 7.4% to ¥538.1 billion over the year-earlier fiscal-half, operating 
income increased 7.6% to ¥35.1 billion and net income was up 35.6% 
to ¥13.7 billion. 

For more information, please visit our web site http://www.toray.co.jp 
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THE CHUGOKU ELECTRIC POWER CO. INC. 


Shitomi Tokos u. 
President and Director 


Incorporated in 1951. the Chugoku 
Electric Power Co., Inc., is one of Japan's 
10 regional electric power utilities and 
maintains its head office in tbe city of 
Hiroshima. The Company is a 
comprehensive supplier of electric power 
in the Chugoku region, with services encompassing the generation, 
transmission, and distribution of electricity. 

Situated in western Japan, the Chugoku region has a population of 
approximately 7.8 million people and covers an area of about 
32,000 square km. 

While maintaining a total commitment to supplying superior services to 
its customers, Chugoku Electric will continue working as a responsible 
corporate citizen to promote regional industrial development as well as 
cultural, sporting, and other community -related events. 



Tsutomu Hanoi. 

President and 
Representative Director 


LJj M B The corporate principle of Hitachi. Ltd., 

■ ■ ■ ■ I ■ ■ which was founded in 1910. is to contribute 

to society- through technology, and the company’s mono is “Look at Hitachi 
and See the Future.” In the 88 years since its inception, the company has 
become one of the world’s leading manufacturers of electrical and 
electronic equipment, with fiscal 1996 consolidated sales of VS.523 billion, 
913 consolidated subsidiaries. 276 of which are overseas companies, and 
more than 330,000 employees. Hitachi believes that corporate progress is 
driven by research and development Annual expenditure on R&D amounts 
to over ¥500 billion, or about 6% of total sales. Hitachi’s main products are 
computers, semiconductors, telecommunication equipment, power 
generating equipment, industrial machinery and consumer products. 
Hitachi’s shares are listed on eight stock exchanges in Japan and on 
exchanges in New York, Frankfurt. .Amsterdam. Paris and Luxembourg. 
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Market upturn lifts hopes for TP 


Last week’s long awaited 
mini -boom on the Warsaw 
bourse has raised hopes for 
the success of the sale this 
autumn of Telekomonikaqja 
Polska, the national tele- 
coms operator, for which the 
government has just chosen 
Schroders to act as adviser. 

The TP sale promises to be 
one of Poland’s largest to 
date. It should refresh inves- 
tor interest In an exchange 
currently capitalised at 
$l4bn but which has over 
the past six months pres- 
ented an unrelieved flood of 
offers too small to attract 
interest from foreign inves- 
tors in a weak market 
affected by the Asian crisis 
and relatively low corporate 
profits. 

But the TP offer will rekin- 
dle memories of two main 
offers last summer when the 
government saw large over- 
subscriptions for Bank Han- 
dlowy and KGHM, the cop- 
per producer. 

The government will now 
be offering 15 per cent of TP 


stock sold alongside a 
new share issue bringing the 
share of the. company’s 
equity in the hands of new 
investors up to 20 per 
cent. 

TP will also be the flag- 
ship of a promised govern- 
ment privatisation pro- 
gramme. This already 
includes: the Pekao SA bank 
which is due to come to the 
market later this year; the 
PZU state insurance com-, 
pany; LOT, the state airline; 
and possibly the giant Plock 
oil refinery. 

The telecoms offer appears 
set to repeat Bank Handlowy 
and KGHM successes. Poles 
have a love/hate relationship 
with TP, until now a slug- 
gish monopoly sitting 
astride one of the best 
known brands in the coun- 
try. Research has shown 
that the Poles see it as a 
badly managed company 
with enormous potential 

The new government' has 
already purged the old man- 
agement The rest will be 


down to the right media 
campaign. ■ 

Last year TP lifted net 
profits 28 p er cent to 970m 
zlotys ($277m) on sales up 24 
per cent to 8.3bn zlotys. 

At the end of last year TP 
had 7.5m subscribers, of 
whom 900.000 had been con- 
nected in 1997. It plans to 
link up a further 900,000 sub- 
scribers this year. 

The figures suggest a capi- 
talisation nearer the bottom 
of the $5bn-$i5bn range 
being suggested by invest- 
ment bankers. .In any event 
the sale has. attracted 
intense interest from . the 
cream of the merchant h ank , 
ing community. 

■ Nine groups, including 
Goldman Sachs. ’ Merrill 
Lynch and JP Morgan, bid 
for the advisory tender. 
Some Tell .victim to the trea- 
sury’s policy of strict adher- 
ence to the public procure- 
ment law requiring detailed 
information aimed at winkl- 
ing out potentially fraudu- 
lent offers. 


The ill feeling this has 
generated among western 
banks could lead to a revi- 
sion of Polish government 
policy in its coming tend- 
■ ers. - • • 

- At the same time the bid- 
ding by those shortlisted 
saw each group ready to risk 
taking a loss on TP to get 
the work. 

Some fees- for placing; the 
international offering envis- 
aged by the government 
were less than i per cent, 
compared with an average of 
more than 2 . per cent 
charged by. hanks last year 
in western Europe. 

In the event Schroders 
wan the tender "by offering 
to accept a L83 percent suc- 
cess fee on the international 
offer, a 01 per cant fee for 
the- domestic offering and a 
$32m fixed fee for the pre 
ipo work. 

The last figure leaves little 
room-for profit as Arthur 
Andersen, the accountants, 
estimate the cost "of the audit 
alone for TP at $2 ,5m. . 
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our one and only name 
in global investment banking 




We are an established force in the global invest- 
ment banking business. Behind ABN AMRO are 
many other names with whom you may already be 
doing business: ABN AMRO Hoare Govett, CIMO, 
HG Asia, Riada, Massonaud Fontenay Kervern, 


ABN AMRO Chicago Corporation, Alfred Berg. 
They are all part of an integrated global network 
which puts the whole world of investment banking 
at your disposal. It is fitting that the business is 
called by one name. And that name is ABN AMRO. 
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US equities enjoyed strong 
health last week, with 
growing optimism about 
Asia combining with the 
decision of the Federal 
Reserve's open markets 
committee not to tighten 
monetary policy to push the 
S&P 500 index through the 

1,000 barrier for the first 
time. By the end of the week 
the index had reached 
1.012.45. a new record. 

The Dow Jones Industrial 
Average of 30 large 
companies also had a strong 
week, breaking the 8200 
barrier for the first time 
since August at one point. 
and coming within sight or 
its all-time high. It ended the 
week at 8,189.49. 

Bonds did not share the 
good fortune, and the yield 
on the benchmark 30-year 
treasury bond moved from 
5.80 per cent to 5.93 per cent. 
The bond market remained 
nervous about the 
president's political health 
throughout the week. 
Corporate earnings and 
news from Asia seem likely 
to crowd out the more usual 
concerns about the domestic 
economy this week. 
According to First Call, the 
research organisation, this 
will be a “relatively busy 
week" for earnings 
ann ouncements, as several 
sectors, including retailing 
and insurance, are only just 
starting to report their 
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fourth-quarter results. 

So far 50 per cent of S&P 
500 companies to have 
reported have beaten 
analysts' expectations, 
according to First Call, while 
27 per cent have fallen short. 

January retail sales 
figures, due on Thursday, 
should create the greatest 
interest as this will provide 
new information on 
inflationary pressures. The 
median expectation, 
according to MMS 
International, is for a rise of 
0.3 per cent for the month. 


UK stock market investors 
can hardly believe their 
luck. Having seen Are FTSE 
100 index briefly dip below 

5.000 In January, over Asian 
worries, they witnessed 
Footsie establish itself above 
the 5.800 level last week. 

The rapid change of 

fortune has illustrated the 
powerful underlying support 
for equities, which has came 
from takeovers and the 
prospect of share buy-backs. 
The proposed merger 
between Glaxo Wellcome 
and SmithKlins Beecham, 
and GUS's hostile bid for 
Argos, have only whetted 
the market’s appetite. 

The decision by the Bank 
of England’s monetary 
policy' committee to leave 
rates unchanged last week 
still leaves open the 
possibility of a rise in March. 
The key events of the week, 
accordingly, will be the 
quarterly inflation report 
and the minutes of 
January's monetary policy 
committee meeting, both 
published on Wednesday. 

Progress in the battle 
against infla tion can also be 
judged by today’s producer 
prices numbers and 
tomorrow’s retail prices 
figures. And the average 
ear ning s n um bers have the 
ability to shock, as they 
showed In January: NatWest 
sees a further jump in the 
annual rate to 5 per cent. 


OTHER MARKETS Compiled by Michael Mbrgain ^'- v^" 


HONG KONG 

By comparison with most of 
its neighbours, Hong Kong 
has made a dismal start to 
the year, and nowhere more 
so than in its property sec- 
tor. The value of transac- 
tions tumbled 85 per cent in 
January, compared with a 
year earlier. 

And there was more bad 
news last week when Sun 
Hung Kai Properties 
launched the sale of apart- 
ments at Villa Rhapsody, 
part of its Symphony Bay 
development, at a 33 per cent 
discount to a batch of flats 
sold in December. 

On Friday. SHK made a 
determined effort to talk up 
the market, which would 
enable it to resume work at 
10 projects, primarily resi- 
dential developments, which 
have been suspended. “We 
cannot provide a timetable 
for the resumption at pres- 
ent.” the company said, "but 
we hope that it will be 
soon.” 

UBS, meanwhile, argues 
that Hong KoDg is paying 
the price for its status of safe 
haven during last year. 
Asian funds are for the most 
part heavily overweight in 
Hong Kong and it was the 
shift of some of that money 


into formerly zero weighted 
markets such as Thailand 
and South Korea that drove 
their stock prices up so far 
and so fast. 

The very low liquidity in 
those under-owned markets, 
which had fallen around 70 
per cent in dollar terms dur- 
ing 1997, drove prices sky- 
wards when buyers started 
aggressive bidding. “Things 
will get worse before they 
get better, but the safe 
haven Status rem ains well 
deserved.” UBS concludes. 

AMSTERDAM 

The results season gets into 
full swing this week with 
results due from Unilever. 
PolyGram, Philips. Royal 
Dutch and KNP BT. 

The Amsterdam market 
has lagged behind the heady 
performances seen in many 
of its neighbouring markets 
this year. On Friday, how- 
ever. the AEX index was 
marked up to its best level 
for almost six months and 
just 40 points short of its 
all-time high 

Tomorrow. Unilever, the 
Anglo-Dutch consumer 
group, is expected to report 
huge exceptional charges in 
its 1997 profits on top of an 
estimated £240m <$397m) hit 


1 CROSS BORDER M&A DEALS 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMBVT 

Roche (Switz) 

Corange (Bermuda) 

MecScal Systems 

Sllton 

EU clears 

PacWiCorp (US) 

Energy Group (UK) 

Power 

S6.7bn 

Slakes raised 

NestK (Switz) 

Unit of Dalgety (UK) 

Pet food 

Sl.18bn 

Restructuring 

AMP (Austrafia) 

Henderson (UK) 

Fn services 

S630m 

Consolidation 

CU (UK) 

Beriinrsche (Germany) 

Insurance 

S314m 

Big Euro-step 

Reyes Holdings (US) 

Unit of Dalgety (UK) 

Food 

SI 98m 

Restructuring 

StvtGard Data Systems 
(US) 

Rode & Nolan (UK) 

Computer sves 

Si 17m 

Recommended 

GUS (UK) 

SG2 (France) 

Business srves 

SI 16m 

Local platform 

Harsco (US) 

Pandroi Jackson (UK) 

Engineering 

S7lm 

Charter sale 

Waddbigton (UK) 

Trans Container (US) 

Packaging 

S33m 

Complementary 



NMke to holders of i 

Staples, Inc. | 

•1.54 CoovenxbteSubordtattcd Debentures doe Octoter. 2000 a 

(the 'Debentures - ! - 

Staples. Inc. i the -Company'! has effected a 3-for-2 node split m tbe form of a = 
50% stock dividend payable 30 January, 1993 to holders of record or us Common g 
Stock on 20 January. 1998. As a result of dus stock split, pnsuam to Section 114 = 
of the Indenture dated as of 5 October. 1995 between tbe Cosqnoy and Marine §j 
Midland Bank, as Trance, the Conversion Price of tbe Debentures lias been a 
reduced from OSS 22.(1) per Jure of Common Slock to USS 1-1.67 per share of |j 
I Comrrrw Slock, effective at lhec?«nms of busmen on 2 February. 1998. = 

E 

Marine Midland Bank New York s 


w 


Dated: 30 January. 1993 


new idt*. 9 

as Trustee H 


Kia Motors Corporation 

|lncofpof4wi n the RapubKc o! I bn. led tobdHy) 

U -5.S44,000,000 Floating Rate Notes due 2000 

(*M» -NoWl'J 

Notice is hereby given that the Rate of Interes for the Interest period 
February 9, ) 998 to August 10, 1998 has been fined at 6.215% and 
that the interest payable on the relevant Interest Payment Date 
August 10, 1998 against Coupon No. 7 will be US53. 142.03 in 
resped of USS1 OO.OQO nominal of the Nates. 

By Grfonl.HA. ICvpom Agency and Tnid *s<j«?anl OTlBAN<o\ 


THFI SEA 

BUILDING SOCIETY 
£15,000,000 
Subordinated 
Floating Rate Notes 
Due 2004 

In accordance wkh Ihe lenns and 
coalitions of the Notes, nodra Is hereby 
gwa Ont the Rate oflmerest far die 
Interest Mod 4 Unary 1998 to 
3 August 1998 has been BiedJt 
9.0039] percent per annum. Tbe eoqxm 
amount perElOHOOO will be M.464B 
I payable oo 4 Aigustl9S8 against 

j presentation Of Ihe rdewrt note. 

j THE MJUSntttL MMC OF JAfHN UWHD 
i AgoU flank 



BANK OF CEYLON 

US530.000.000.00 

Float td£ Rate* CD Due Aupiaf IW 1 

Id jniron *Bi ftc mm 'll tfv fiai* 
GaTflim. <* Oq» m. oorco t cxirt* gt«cn « VOc* i 

lrtftrrm Prrtol ■ ijt u! lo OS 
Rjr» d Imiim i *■ praruoi 

C-Epoe, A—*" ■ LS 

poCT-jt 

LSSKftnnnfritaA 

fErif Aq i— 

London Forfeiting Alla Limited 


international Bank for 
Reconstruction and 
Development 

Yen 50.000,000,000 
Floating rate notes due 
9th February 2001 

Notice is hereby given that 
the notes will bear interest at 
1. 135&1% per annum from 9 
February 1998 to 10 August 
1998. Interest payable 10 
August 1993 will amoant to 
YenS7.428per Yail0.000.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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On the corporate front, a 
spate of blue-chip results 
will be scrutinised for the 
effects of stronger sterling 
and the Asian crisis; notably 
BOC, BP, British Airways, 
BT. Lloyds TSB. Reuters, 
Shell and Unilever. 

Some fear that earnings 
expectations for the UK 
market are too high and will 
be dragged lower as the 
economy slows In 1998. But 
it was pretty hard to find the 
bears last week, as the 
market set repeated all-time 
highs. 


MetaUgeselschaft, the 
German industrial and 
trading group, is expected to 
confirm today its recovery 
from Dear-collapse five years 
ago. 

The company, which was 
close to bankruptcy in 1993 
after heavy trading losses on 
US oil futures, is expected to 
confirm it will pay a 
dividend for the first time 
for five years. 

Also today. o.teLo, tbe 
telecommunications joint 
venture between Veba and 
RWE, will set out its charges 
for private telephone 
customers. 

The new tariff will be 
watched closely by rival 
Deutsche Telekom, which 
has come under fire for its 
own- pricing policy, 
especially its plan, to charge 
customers for switching to 
rival networks such as 
o.teLo. . 

Deutsche Telekom has 
also attracted criticism for 
making steep cuts in 
long-distance calls, where it 
faces; strongest competition, 
but has made few 
concessions on local calls, 
where it remains dominant 

Sobering, the. 

pharmaceuticals group, will 
today present a report on its 
business, amid speculation 
that it could be the target of 
a possible takeover bid. The 
speculation about potential 
mergers in the rhornirais 
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and pharmaceuticals 
industry boosted shares in 
the sector on the FranJdtirt 
stock exchange last week. 

Of interest at today's 
meeting will also be what 
Sobering has to say of the 
likely impact of the Asian 
crisis on its business. The 
German chemicals industry 
association has already . 
warned that Asian ." 
companies made more 
competitive by the sharp 
devaluation in currencies 
could pose a threat to . 
western companies. 


The equity markets traded 
in high volumes last week, 
but the main indices traded 
in a narrow range, as 
investors awaited further 
indications of the potential 
size of supplementary 

measures aimed at boosting 
tbe economy. 

The economy's difficult es 
a re likely to be underlined 
by new data this week- On 
Monday. January’s 
wholesale price, index will be 
published. The consensus is 
for a year-on-year increase of 
about 1.1 per cent, as the 
yen's strength against other 
Asian currencies should cut . 
import prices. On Tuesday. 
December's private 
machinery orders are 
published. These are 
expected to fall about 04 per 
cent month-on-month, a 
consequence of high 
inventories and overcapacity 
in many sectors. On Friday, 
no ^b^ng p in iwforogf rates is . 
expected at the Bank of 
Japan's Policy Board 
meeting. On the same day. 
household consumption 
figures for December are 
released. These should show 
a year-on-year fall of at least 
2 per cent. 

But all these data are 
likely merely to confirm 
what is already known- • 
that the Japanese economy 
is effectively in recession. 

The markets will be more 
interested in what the 
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government plans to do 
about it It is vital that tbe 
financial stabilisation pact - 
aimed at helping the 
country's ailing financial 
sector - passes through the 
lower house of Parliament 
on Thursday." Any hints 
from, the r uling Liberal 
Democratic Party of the 
scale and consistency of 
future stimulus packages 
will also be closely studied. 
That could boost equities - 
particularly in construction 
stocks - bat could affect 
bonds. 


from the strength of sterling 
on foreign exchange mar- 
kets. 

Analysts’ forecasts for 
profits after exceptional 
items range from £2.18bn to 
£2.25bn. The group 
announced at the third-quar- 
ter stage that it would take 
an exceptional charge of 
$800m at the full year. 

NORDIC 

Another busy week is in 
prospect on the reporting 
front with fourth-quarter fig- 
ures due from Astra, the 
pharmaceuticals group- anrt 
Elkem, the metals producer, 
on Wednesday. Thursday 
brings reports from A vesta 
Sheffield, the Swedish-UK 
stainless steel producer. 
Nokia, the mobile phone 
group, and Rautaruukki, the 
Finnish company that is the 
largest steelmaker in the 
Nordic countries. 

On Friday, results are due 
from, among others, Metra, 
the engineering group that 
warned in January that its 
1997 profits would be lower 
than forecast earlier, and 
Orkla, the Norwegian food 
and drinks company that 
reported better than expec- 
ted profits for the first eight 
months. 


-■'COMEWDITIEGBy--0a#Mead--^'!fob!§il^^ 

Bears set to hold sway over oil prices 


Developments in Iraq are 
likely to dominate headlines 
again this week; but what- 
ever the outcome of the ver- 
bal exchanges between 
Baghdad and Washington 
the generally bearish out- 
look for crude oil prices is 
unlikely to alter much In the 
medium term. 

The market consensus 
remains that the approval by 
the UN of an increase in 
Iraq's permitted level of tel 
exports, from the equivalent 


of S2bn to $5.2bn every six 
months, will have a serious 
impact on world oil prices. 
The expectation is for an 
upward blip in the crude oil 
mar kets if there is any mili- 
tary intervention against 
Iraq, but that this win be 
brief; once Iraqi supplies 
come on stream, the price 
will crumble again. 

The oil price weakness has 
already started to bite. At 
tbe end of last week Vene- 
zuela said it was cutting gov- 


ernment spending In 1998 by 
the equivalent of $1.3bn - 
the same amount it expects 
to lose in revenue from its 
expected average oil export 
price of $14 a barrel, com- 
pared with the $15.50 a bar- 
rel on which the budget was 
originally based! Ecuador. 
Latin America’s sixth largest 
oil producer, depends on oil 
for about half its .revenues. 
Having based its assump- 
tions on an average $16 a 
barrel, it has now also sig- 


nalled It needs to make bud- 
get. cots -as it expects a drop 
of $300m in revenue. . - 
Meanwhile, oil demand in 
OECD Europe is expected to 
grow at an average 0.5 per 
cent a year until 2005. 
according to a new study by 
consultants Wbod Mac- 
kenzie. The Edinburgh-based 
group identified Ireland, Tur- 
key and Greece as countries 
where the highest total oil 
demand growth is likely to 
occur. Demand for -petrol 
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will grow only slowly to 
2000. after which.it is expec- 
ted to fell slightly to 2010. 

The study shows a few 
European refiners hold the 
lion’s share of Europe's 
capacity, with the top 10 con- 
trolling 70 per cent of 
Europe's, capacity. Shell and 
Exxon hold just over a quar- 
ter. of Europe's refining 
capacity between them, fol- 
lowed by the BP/Mobil joint 
venture with 9.5 per cent 
and Agip with 8 per cent. 


Traders ponder a range of questions 


The currencies market' is 
pondering some tough ques- 
tions. Will the US attack 
Iraq? If it does, will Iraq 
retaliate? Will Japan try to 
stimulate its economy in a 
meaningful way? Have UK 
base rates peaked? And, a 
thought somewhere at the 
back of traders’ minds, will 
President Bill Clinton suffer 
from the Monica Lewinsky 
issue? 

In a week thin on eco- 
nomic data, these are the 
issues that could move cur- 


rencies. US retail sales data 
for January appear on 
Thursday, but they should 
interest the market less than 
they would have at another 
time. The Federal Reserve 
has indicated that no US 
rate change is likely for a 
while. - 

Tbe Iraqi issue should 
develop this week. Stephen 
Yorke. deputy head of for- 
eign exchange research at 
SBC Warburg in London, 
says a US attack on Iraq has 
been discounted by the mar- 


ket. An Iraqi -response 'haS 
not. Any shift towards con- 
flict could therefore boost 
the Swiss franc and the dol- 
lar, the traditional safe 
havens among currencies. 

Some news may also. 
emerge on. Japan's stimulus 
plans. The prospect' of these 
has helped push the yen 
towards a three-month high 
against the dollar! Today the 
ruling Liberal Democratic 
Party is due to hold new 
talks on economic measures. 
On February 20. the LDP 


’^pl^ tqr’MfKranCe: m ecd- 
nomic package, and the 
party is also considering a 
supplementary budget. If. 
Japan looks like freezing 
plans to cut the fiscal deficit 
to get its economy going! the 
yen could benefit But many 
foreign exchange strategists 
are now warning that the 
currency's recent rise has 
been overdone. The Lewin- 
sky issue, which two weeks 
ago. had half the market . 
talking of impeachment, 
seems to have lost its edge. 


! But-lt may not be dead yet 
Last week the Bank of 
England left base rates 
-untouched, and the money 
market is pricing in no fur- 
ther jat® increases. This 
week we could find out how 
sound that forecast is. UK 
January producer and retail 
prices appear today and 
tomorrow respectively, while 
on Wednesday the Bank pub- 
lishes its quarterly Inflation 
Report and the minutes-of 
its January monetary policy 
committee meeting. 


FT GUIDE TO WORLD CURRENCIES 


The table below gives the latest avaiabla rates erf exchange (rounded) against tour key cwrenctas on Friday. February 6. 1998 . In seme cases the rate Is nomtntf. Market rates are the average of buying and 
seeing rates except where they are shown to be otherwise. In some cases market rates have been ca i cUatad from those of foreign dmertcies to wWch they are tied. 
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A sudden precipitation, of 
events last weds drew the 
spotlight on the derivatives 
industry, which Is facing 
increasing competition 
ahead of European economic 
and monetary union. 

DTB and Soffex, the 
German and Swiss 
exchanges respecti veiy, 
confirmed that their planned 
merger into a single entity 
called Eurex would be 
concluded in the aut umn 

“We are convinced Eurex. 
will come prior to the 
introduction of the euro," 
said JOrg-.Franke, chief 
executive designate of 
Eurex. - 

The ; single European 
currency is arguably: the 
steepest challenge facing the 
derivatives exchanges this 
decade. It is also, analysts 
point out, a source of new 
business; 

All bond and interest rate 
derivatives, but. short-term 
interest rate products in 
particular, are threatened by 
the removal of exchange rate 
risk and the reduction in 
interest rate volatility that is 
expected to result from Emu. 

Derivatives on equities 
and indices, however, are 
expected to benefit as fund 
managers increase 
cross-border investments 
once neighbouring countries . 
are seen as "domestic" 
markets. 

DTB, the derivatives 


exchange run by Deutsche 
Bdrse. wU] derive three tnatn 
benefits from the Eurex 
venture; 

• A larger share of the 
European derivatives 
market: the combined 
volumes of DTB and Soffex 
(144m contracts traded in 
1997; remain short of the 
209m lots rfriaTig irt g hands on 
the London International 
Financial Futures and 
Options Exchange. But a 
planned link-up between 
Eurex' and the French 
e x chan g es Matif and Monep 
would bring total annual 
volumes to 225m contracts, 
making thfc “EurtwdHance" 
the world’s second largest 
market after the Chicago 
Board of Trade. 

• Reduced dependence on 
interest rate derivatives. 
Bond and short-term interest 
rate products make up 60 per 
cent of DTB 's business. 
Conversely, 97 per cent of 
contracts traded on Soffex 
are equity-related. As a 
result of the merger, Eurex’s 
activity will, be almost 
evenly split between equity 
and interest rate products. 
This should lessen the 
effects .on Eurex of the 
Emu-related Call in interest 
rate volatility. 

• Swiss exposure; because 
Switzerland does not intend 
to join the EU or Emu, its 
bond market Is unlikely to 
suffer a fall in volatility r%Ia- 
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ttve to neighbouring mar- 
kets. If anything, Swiss 
bonds could benefit from 
their new status as the only 
western European market 
offering arbitrage opportuni- 
ties against the Emu zone 

Liffe, meanwhile, is hoping 
to capitalise on its leader- 
ship in short-term interest 
rate products, where its 
rivals' , market share remains 
negligible. “There may well 
be more than one govern- 
ment bond benchmark after 
Emu, but there will only be 
one short-term interest rate 
future," says an official at 
Liffe. 

Liffe claims its success in 
this area Is attributable to 
its open outcry method of 
trading, which offers supe- 
rior liquidity: 

Other events last week 
include a strike by French 
loads - traders who specu- 
late with their own money - 
protesting against the terms 
of the planned introduction 
of electronic trading by 
Matif. This was followed on 
Friday by a separate strike 
by employees of Finacor, one 
of the largest participants on 
Matif 

Matif s plans to introduce 
parallel trading - on screen 


and in open outcry - is part 
of the Euro-alliance, which 
will aim to offer French, Ger- 
man and Swiss products on 
a single electronic trading 
platform. 

Traders in London expect 
DTB’s next strategic mea- 
sures to include increased 
focus on short-term interest 
rate contracts, notably tbe 
three-month euromark 
futures. 

“Tbe DTB needs to make 
ground in other contracts if 
it wants to keep Liffe at a 
disadvantage," Neil Meharg, 
a broker at Tuilet & Tokyo, 
says. “What it should focus 
on is short-term interest rate 
contracts and options." 

Analysts say DTB will be 
helped in this task by the 
introduction of new elec- 
tronic software which will 
allow traders to execute 
more sophisticated transac- 
tions such as “butterfly" 
options and other multi-posi- 
tion trades. 

Whether the new software 
will provide as much liquid- 
ity as the qpen outcry sys- 
tem is as yet unclear. But 
the answer will determine 
whether Liffe has a 
long-term future as a leading 
derivatives exchange. 


1 NEW INTERNATIONAL BOND IS5UES 
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FT CONFERENCES 

Providing directors and senior 
executives with an international 
forum to forge new contacts, 
exchange ideas, leam from competitor 
experience and hone strategic thinking. 

For a list of forthcoming 
FT conferences call us on 
(+44) 171 8962626, today 


SCHERING 

Announcement according 
to S521. 25 German WpHG 

By tetter dated December 
23, 1997. we were informed 
by Allianz Afctiengeselfschaft 
Holding, Berlin and Munich. 
that ail Alltenz Group 
Companies m Germany have 
pooled their shares of 
Schenng Aktiengeseilschafi 
in "AS lndustnsbesitz 
und Beteiiigungen Allianr 
Vers/cherungs-AG & Co. 
OHG". Mtinchen. whose 
Share Of voting rights 
reaches 10,01%. 

Berlin, January 1998 
DER VORSTAND 
(Board of Executive Directors) 
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EMERGING MARKETS By Jonathan Ford 


Asia sounds wake-up call 


Emerging market fund 
managers received a 
wake-up call from Asia last 
week as explosive rallies 
across the region raised the 
fear that remaining under- 
weight in Asian equity mar- 
kets this year could be an 
expensive strategy-. 

Suddenly, investors who 
had stayed out of the region 
for fear of mis -taming their 
re-entry were scrambling to 
raise their weightings, while 
hedge funds that had built 
positions at the start of tbe 
year were gleefully unload- 
ing these on the newcomers. 

The rally did not come as 
a complete surprise. A cor- 
rection was already under 
way in some markets before 
last week's events. Since 
December 31, South Korea 
has risen by 51 per cent in 
dollar terms, while Thailand 
has managed an only mar- 
ginally less impressive 41 
per cent. 

But what gave last week's 
rally its particular flavour 
was both its general nature 
and that buying was driven 
by pension and closed-end 
funds - investors of 
long-term, rather than spec- 
ulative. capital. 

In this, the lead was taken 
by the US, where funds were 
relatively underweight in 
Asia before the crisis struck. 
London-based funds, which 
were proportionally worse 
hit last year due to their 
heavler regional weightings, 
have been more cautious. 

But the fact that some 
long-term investors have 
started to re-invest does not 
mean they believe that Asia 
is on the turn. 

Some have been buying 
Asian equities simply as a 
way of getting exposure to 
regional currencies, widely- 
felt to have overshot in then- 
savage reaction to the crisis 
in the final quarter of last 
year. 

A recent string of policy 
announcements, such as 
Korea's $24 bn debt deal and 
Indonesia's banking sector 
reforms, have been seen as 
possible harbingers of a gen- 
eral currency correction. In 
that sense, they provided a 
buying signal 

Others have found them- 
selves obliged to invest in 
the region because their 


Asian markets 
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asset allocation committees 
have pushed capital their 
way to take advantage of the 
downturn. 

"We have talked to a lot of 
funds who said they had 
been given money by their 
asset allocators and told to 
put it into Asia." says Colin 
Bradbury. Asian strategist at 
Jardine Fleming. 

In addition, mutual funds 
specialising in Asia, many of 
which went into cash as the 
crisis unfolded last autumn, 
have been buying back in. 
These investors are return- 
ing simply because their 
constitutions require them 
to be fully invested. 

The main problem for all 
these managers is that most 
Asian listed companies, by 
common consent, remain in 
an extremely fragile finan- 
cial state, with little chance 
of being bailed out by a dra- 
matic economic turaround 
this year. 

Arnab Bannerji at Foreign 
& Colonial, a long-term bear 
of Asia, says be has been 
re-investing in tbe region 
since the be ginnin g of Janu- 
ary. mainly on a currency 
view. 

“The problem for an 
equity' investor is that a lot 
of stocks are going to go 
under before the economies 
start to turn round,” he 
admits. “This is not going to 
be a fast recovery - it is 
going to take several years." 

As a result, the keynote to 
recent foreign buying has 
been individual stock, rather 
than market, selection. And 
given that most foreign 
investors are chasing stocks 
with the same characteris- 


tics - survivability and 
liquidity - this has sharply 
reduced tbe supply of inves- 
rible stocks in the region. 

“Investors are only 
looking at stocks with a 
solid franchise and relatively 
sound balance sheets.” says 
Mr Bradbury. “In some mar- 
kets, like Thailand and 
Indonesia, there are only a 
handful of stocks that meet 
that bill, so these have been 
bid up aggressh'ely." 

Research by ING Barings 
shows that on a price-to- 
book value basis. Korean 
shares, which bad fallen to 
trade at just 0.75 times book 
value at the end of Decem- 
ber, have already climbed 
back to trade at more than 
1.2 times, roughly where 
they were last July. Thai 
stocks show a similar 
trend. 

"You have to remember 
that these markets have 
shrunk so much over the 
past year that only a small 


amount of buying can have a 
dramatic effect on prices," 
says Mr Bradbury. 

So far, western investors 
have injected only small 
packets of capital in Asia, 
and the need for rigorous 
stock selection is likely to 
hold back heavier flows. 
Consequently, few believe 
that foreign portfolio invest- 
ment will establish a “virtu- 
ous circle" whereby rising 
share prices drive currencies 
higher, thus allowing local 
interest rates to fall. 

“Calling it a fool's rally is 
a bit strong, but Asian mar- 
kets are not going to go into 
a long-term uptrend this 
year." says Mr Bradbury. 

In any event, he argues, 
each market rally in Asia 
carries the seeds of its own 
destruction. For such is tbe 
demand for fresh capital 
from Asian companies that 
every time share prices 
surge, investors will be hit 
by a wave of new issues. 


Emerging markets: JFC weekly mvestable price indices 


Dollar terms 
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% Change 
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% Change 
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Latin America 

(270) 

618-52 

+4.1 

-8.7 

Argentina 

(32) 

1,067.66 

+6.5 

-23 

Brazil 

(75) 

458.01 

+1.2 

-5.1 

Chfle 

(50) 

556.82 

+3.7 

-13.3 

Colombia' 

(16) 

708.01 

-42 

—14.2 

Mexico 

(61) 

700.43 

+7.1 

-11.1 

Pern-' 

(24) 

202.92 

+3 2 

-8.4 

Venezuela 3 

(12) 

793.86 

+6A 

-133 

Asia 

(750) 

120.00 

+19J2 

+11.4 

China 4 

(43) 

45-54. 

+15.8 

-17.6 

South Korea 4 

(184) 

36.19 

+5.3 

+50.7 

Philippines 

m 

122.41 

+2T.4 

+8.6 

Taiwan. China" 

(98) 

153.06 

+132 

+8.5 

India' 

(72) 

76.79 

+3.3 

-7.9 

Indonesia 8 

(61) 

24.92 

+18.5 

-260 

Malaysia 

(157) 

111.10 

+41.3 

+213 

Pakistan 4 

(24) 

240.00 

+4.4 

-3.4 

Sri Lanka™ 

(5) 

110.24 

-0.0 

-5 2 

Thailand 

(65) 

72.72 

+34.4 

+54.6 

Euro/MBd East 

(335) 

143-55 

+■145 

-2 JB 

Czech Rep 

(6) 

51.31 

+1.7 

-6.4 

Egypt 

(28) 

87.19 

-02 

-63 

Greece 

(54) 

317.84 

+6.0 

-13 

Hungary" 

(13) 

29431 

+2.9 

-6.3 

Israel 

(461 

11330 

+2.5 

-7.0 

Jordan 

(6) 

206.71 

-D.5 

-1.7 

Morocco 

(11) 

133.08 

+2.7 

+2.1 

Poland^ 

129) 

648.14 

+9.5 

+8.6 

Portugal 

(23) 

256.89 

+8.5 

+21.7 

Russia 

(30) 

110.03 

+11.1 

-26.0 

Slovakia 

(5) 

88.17 

+0.6 

-11.1 

South Africa™ 

(76) 

. 192.66 

+2.0 

+73 

Turkey u 

(58| 

247.47 

-16.5 

-20.7 

Zimbabwe™ 

(10) 

270.60 

+93 

+73 

Composite 

(1.423) 

24134 

+8-8 

-13 
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FT BY INVITATION 

Archaeological Tour of the Peloponnese 

with Gerald Cadogan, Weekend FT Correspondent and Archaeologist 
Tuesday, April 21 to Thursday, April 30 1998 



The Financial Times invites you on a ten day tour of the most important classical sites in the Peloponnese, Athens 
and Delphi in the company of Weekend FT Correspondent and Archaeologist; Gerald Cadogan. 

The Peloponnese is particularly rich in history and myth, and is a beautifully scenic region of Greece. All the dif- 
ferent phases of its long history have left their mark from the strongholds of the Mycenaeans and the Greek site 
of Olympia to the castles of the crusaders and Byzantine Mystras. The programme culminates with a visit to the 
magnificent Acropolis in Athens. 

To receive a detailed itinerary, please complete the coupon below or contact Michael Pearson on 
Tel; +44 ( 0)171 873 3286. Fax: +44 (0)171 873 3084 e-mail: mike.peareon@ft.com 

BRIEF ITINERARY 

21 April Fly London to Athens 1230-1810 hours. Welcome Dinner. Overnight Athens. 

22 April Morning visit to the National Museum, Athens. Afternoon in Mycenae. Overnight Nafpiion. 

23 April Visits to Epidauros and Tiryns. Overnight Nafpiion. 

24 April Visit Mystras and Sparta. Overnight Sparta. 

25 April Visit Monemvassia. Overnight Sparta. 

26 April Transfer to Pylos via Kalamata Overnight Pytos. 

27 April Visit Pylos Museum and Ano Engliano. Overnight Olympia. 

26 April Morning in Olympia. Overnight Delphi. 

29 April Full day in Delphi. Farewell dinner. Overnight Delphi. 

30 April Private reception at the British School in Athens. Afternoon visit to the Acropolis. Fly Athens to London 

1935-2130 hours. 

Price per person: £1,395.00 

Price includes: Scheduled flights, private coach, 9 nights hotel accommodation, half board daily, entrance fees, 
FT archaeological host, local guide, UK travel director. 

This trip is arranged on behalf of the Financial Times by Spencer Scott Travel Services Ltd. ATOL 3471. 

FINANCIAL TIMES 

No FT, no comment. 


Archaeological Tour of the Peloponnese with Gerald Cadogan. 

To: Mike Pearson. Financial Times. One Southwark Bridge, London, SEi 9HL. Fax: +44 (0)171 B73 3084 
Please send me full details and a booking form to the following address: 

Name - — — 

Address 


Postcode 


.... Tel 


Fax 


Addresses supplied by readers in response to this promotion will be held by the Financial Times, if you do not wish to receive any 
mailings from foe FT or companies approved by the FT please tick the box Q 
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Credit Ratings 

INTERNATIONAL 

A unique quarterly source of reference from FT 
Financial Publishing, essential to all players in the 
international credit markets - borrowers , investors and 
intermediaries alike. 

FF-Crzdlt Ratings International provides the only comparative 
listing of (he Credit ratings assigned 10 around MUJOO 
international borrowers by the world's leading rating agencies: 

•Canadian Bond Rating Service •Dominion Bond Rating Service 
• Duff & Phelps •Fitch Investors Services *IBCA 
•Japan Bond Research Institute •Japan Credit Rating Agency 
• Moody's Investors Service •Nippon Investors Service 
•Standard & Poor's •S&P-ADEF aThoinson BankWuch 

In addition multiple ratings of individual issuers are aggregated 
into the unique FT-CR1 Composite Index. 

The ratings are presented in an easy-to-scan tabular format, with 
the agency names repeated on every spread and the borrowers 
running down each page in alphabetical order. 

A directory of the agencies, their rating scales and criteria is also 
included in each edition. 

Every three months, subscribers receive the complete list of 
ratings, cumulatively updated, in a €60 page bound book. 

FT-Cndit Ratings International is indispensable to: 

■ Investors - fund managers and financial analysts, 
lending officers at commercial banks, heads of corporate 
and sovereign lending. 

■ Borrowers - treasurers, finance directors and other senior 
personnel at issuing corporations, sovereign debt issuers. 

■ Intermediaries - merchant and investment tanks, securities 
houses, brokers, marketmaketsand syndication managers. 


For further information contact: 

Marketing Department, FT Financial PabEsbing. 
Maple Haute, 149 Tottenham Court Road, 
London WIP 9LL ML 
Tel: *44 10)171 896 2316 
Fax: *44 10)171 896 2319 


FT 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

API 7.1 7p 

Abbey National Treasury 7.7% 
Gtd Nts 1999 L385000.0 
DO 9.4% Gtd NtS 2000 
L470000.Q 

BG TA% Bd 2044 £71.25 
Bank of Asia 3%% Sb Cv Bd 
2004 $37.50 
Barr {AG} 7p 
Bass 19.2p • 

Berkeley 2.65p 
Bradford & Bingiey Bldg Scty 
FRN Feb 1999 £199.19 
Coats Vtyella 6%% Snr Cv Bd 
2003 £31 .25 

Eksportflnans 6%% SKr Bd 
Feb 2004 SKr687.50 
FKJ 3.2p 
Halma 1 .09p 

Hydro-Quebec 1% Db Ser HC 

Feb 1999 C$110.0 

Japan Fin Carp for Municipal 

Enterprises 6%% Gtd Bd 

2006 $306.25 

Osaka Gas 7Ya% Sd 2007 

$71.25 

Pearson Sterling Fin 10=14% 
Gtd Bd 2002 £537.50 
Safeway 4.4p 
Scottish Inv Tst 4.19p 
Somlc 1 .375p 

Sudwestdeutsche Landes bank 
Cap Mkts 5% Gtd Nts 1999 
DM50.0 

■ TOMORROW 

American Express $0,225 
Anchor Int Fd $0.0377 
BAA 7%% Bd 2007 £78.75 
Bristol Water 17.15p 
Do N/Vtg 17.15p 
Cammell Laird 1.4p 
Conversion 9=M% 2001 £4.875 


Dunedin Smaller Co's Inv Tst 
7p 

Export-Import Bank of Japan 

634% Gtd Bd 2000 $337.50 

GMAC Int Fin 7%% Nts Feb 

2000 £7125 

Investment Co 1.5p 

Irish permanent 6Va% Bd 

1999IRE325 

Italy 714% Bd 1993/98 

DM72.50 

Korea Bee Power FRN 1 998 
$1514.76 

Nomura Int Sb FRN 2004 
$151.46 

Norway 7%% Nts 1998 
C$72.50 

Sterling Inds 3.5p 
Storehouse 3.6p 
Treasury 6% 1999 £3.0 
Triad 2p 
VHE 0.5p 

■ WEDNESDAY 
FEBRUARY 11 
BTP4.2p 

ComputerLand UK 0.65p 
Faupel Trading Q.Bp 
F & C PEP Inv Tst 2.75p 
Perstorp Free B SKr2.75 
Severn Trent B 1 .042031 p 
United Drug IR6.9p 
Universal Salvage 1.65p 
Vodafone 2.71 p 

■ THURSDAY 
FEBRUARY 12 
Birmingham Mrdshrres Bldg 
Scty FRN 1999 £197.71 
Chemex Irrt 0J2p 

English & Scottish Investors B 
0.&P 

Gibbon 2.5p 


Goode Durrant 3.75p 
Harvey Nichols 2. ip 
Ivory & Si me 3.04p 
jurys Hotel IR3.12p 
Mazda Motor FRN 2000 
Y21716.0 

Nova Scotia FRN 1999 
$152.53 

Powerscreen Int 3.1 p 
Quadramatlc 5.9p 
Rolling Stock Fin 1 Class A1 
Asset Bcfcd FRN Oct 1998 
£226 

Do 2 Class A Asset Beta! FRN 
Mar 2004 £4.99 
Do Class B £6.18 
UMECO 2.1 p 
VTR 3p 

Woolwich Step-up Clbie Sb 
FR Bd 2012 £204.01 

■ FRIDAY 
FEBRUARY 13 
Bumdene Invs 1.3 d 
D ally Mail & Gen tst 16p 
Do A {N/VtgJ16p 
Hozelock 7i9p 

Imperial Tobacco I 4 £p 

Jennings Bros 4.75p 
PBkington 1.75p 
Prospect 2 Class A Nts 2005 
£1958.88 

Do Class B Nts 2007 
£ 2021.20 

Do Class C Asset Bckd Cts . 

2010 £1023-07 

Tokyo Elec Power 7% Nts 

2007 $350.0 

Yates Bros Wine Lodges 

1.1 5p 

■ SUNDAY 
FKRUARY15 
Abbott Labs $027 
Fishguard & Rosslare 
Harbours 3%% Gtd Pf 1 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Aukett Associates, 2, Great 
Eastern Wharf, Parkgate 
Road, S.W., 12.00 
Dunedin Smaller Co’s Irrv 
Tst, Donaldson House. 97, 
Haymerket Terrace, 
Edinburgh, 12.00 

Eurotherm, Gatwick Hilton 
(Hotel. Gatwick, West - 

Sussex, 11.00 
BOARD MEETINGS: 

Finals: . 

ICC Bank 

OGm Convertible Tst 
Interims: 

North amber 
PizzaExpress 

■ TOMORROW 

COMPANY MEETINGS: 
AUed Domecq, Hotel 
Inter-Continental. 1 , ■ 
Hamilton Place, Hyde Park 
Comer, W., 11.30 
Windsor, 1, Great Tower 
Street, E.C.. 10.00 
BOARD MEETINGS: 

Finals: 

Irm Business 

Henederson TR Pacific Inv 
Tst 

Porvair 

Stanford Rook 

Unilever 

Interim: 


Future Integrated . 
Telephony 

■ WEDNESDAY 
FEBRUARY 11 

COMPANY MEETINGS:- 
Archimedes Inv Tst, Tower 
Bridge Court. 224-226. 
Tower Bridge Road. S.E, 
12,30 • 

Carlton Comma, Armourers 

Hall, 81, Coleman Street. 
E.C., 1020 

Daily Mail &T3en Ifct- Forte 
Posthouse, Kensington, 
Wrights Lane, W,, 11.00 
Hears, 6, Snow Hill, E.C., 
10.00 

BOARD MEETINGS: 

Finals: . . . 

Britannia Smaller Go’s Tst 
Golden Vale ; 

Internet Technology 
Medeva 

Scottish American Inv 
Interim: 

Viglen 

■ THURSDAY 
FHJRUARY 12 
COMPANY MEETINGS: 
Bumdene Invs, 22, Hanover 
Street, Edinburgh, 10 JO 
Countryside Properties, 

The Brewery, Chtswell 
.Street, E.C.. 10.00 


Warner Estate, Clafidge'S. 
Brook Street, W.. 12.00 
BOARD MEETINGS: 

Finals: 

Baring Tribune Inv Tst 
CoK Telecom 
Memory Corp 
SheD 

Willis Corroon 

Interim: 

Ar m ita gc Bros 

■ FRIDAY 
FEBRUARY 13 
BOARD MEETINGS: 

Final: 

Lloyds TSS 

Company meetings are 
annual general meetings 
unless otherwise stated. 

Please note: Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

The list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 


CONFERENCES & EXHIBITIONS 


Conferences 

Exhibitions 


FEBRUARY 16 

The 14th Annual FT London 

Motor Conference 

The dunging role of the car is- the theme 
of this major FT automotive event. The 
Rl Hon Dr Gavin Strang MP. Minister 
for Transport will give the keynote 
address end other speakers include 
Professor Garel Rhys OBE. Cardiff 
Business School and Mr Joachim 
Scholren. BMW AG. 

Contact: Saiah Gibb. FT Conferences 
lid: +44 )7l 8962639 
Fox: +-U 1 71 8% 269* 

Email: saraHog'pearson-proA'ora 

LONDON 

FEBRUARY 17-18 

The Euromoney International 

Bond Congress 

A unique c o mbi na tion a conference and 
exhibition. It gives bond market 
professktiaJs the opportunity to hear from 
leading experts, discuss new ideas and 
develop new contacts. Over 1.100 
delegncs fnxn 47 countries, including 450 
investors, attended in 1997. 

Please contact: Catherine Hillier 
Tel: +44 iOj 171 779 8322 
Fax: +44 HI) 1 71 779 83% 

QEO Centre, LONDON 

FEBRUARY 17-18 
Mergers & Acquisitions in 
China ’98 

Rapidly developing M&A market in 
China. Privatisation, Private Equity. 
Valuing Chinese Assets. Political Risk. 
15* Patty Congress. Presenters include: 
Crosby Corporate Advisory. ING 
Barings. World Bank. CAW. BOC. 
Chinese Ambassador. Bank of China 
Intcmaticflal. 

Enquiries: David James 
Tel: +44(0)171 377 1830 
Fax: +44 i0tl7l 577 1820 

LONDON 

FEBRUARY 17-18 
Putting Knowledge 
Management Into Practice 

Focuses on the critical success factors in 
implementing knowledge management. 
Each session addresses a vital area of 
knowledge management practice and 
reflects some of the mast innovative and 
original work in this area. 

Contact: Jane Mills 
Tel: 0181 874 3355 
Fax: 0181 879 1122 

Email ^BVunflfcwtxjsnc^HntiJljgcrcciXLiA 

LONDON 

FEBRUARY17/18 
Understanding Treasury 
derivatives 

Course covering treasury risks & 
derivatives for hedging/i railing - 
Currency Options. FRAs. Futures. 
Interest rate waps etc. For Corporate 
Treasurers/bank dca le n/m arkcung. 
systems, support pcrsonncl/ACl 

Diploma candidates. 

G BP525.00+ VAT 
Lywood David International Ud 
Tel: UK 44 tOtl 732 4630 1 4 
Fas: UK 44 tOt 1732 463015 
e-mail: trammgfj lywood-Uaviiico.uk 
LONDON 

FEBRUARY 18 

The 11th Oil Price Seminar 

Price Risk Management 

The annual Institute of Petroleum Price 
RnX Management Seminar will review 
the instruments available to manage 
ndc. both rat and off exchange, and the 
management control systems which 
ensure sound financial management of 
hedging programmes. 

Tel: 44 IUJI7I 467 7100 
Fox: J4i0>|7l 255 I47J 

LONDON 

FEBRUARY 18, 25 & MARCH 3 
Personal Investment and 
Trading Course 

Course, for laypersons, to teach how ro 
understand and trade for your personal 
portfolio or pension account. Covering 
shares, bonds, futures, and options. 
Fundamental and technical analysis, 
trading psychology, and constructing a 
personal I lading plan included. 

Three evenings Fulham Palace 
TJX) • 8J0 pm £75 
Bookings: Michael Romanefc 
0171.731-6996 

LONDON 


SEMInvest98 

Register for SEMInvest 98. 
hosted by Semiconductor 
Equipment and Materials 
International (SEMI*). 

Highlighting growth trends and 
investment opportunities In the 
semiconductor equipment and 
materials industry, the conference 
lakes place al the following 

locations: 

New York City - Plaza Hotel 

February 18-20 1998 
London - Hilton Park Lane 

February 23-25 1998 


For additional details 
please contact SEMI 
at 650.940.6905 (US) 
www-semLorg 

New York & London 



Sanuutani 

LqnjMMlnd 

Amriak 


FEBRUARY 19/20 
A Technical approach to 
Bond and currency trading 
Training in ideniifying/applying 
charting techniques lo profit from 
market opportunities. Course uses 
sophisticated technical analysis 
software and dealing simulation. 
For traders/risk managers/sysiemi 
development personnel. 
GBP525JW+VAT 
Lywood David international Lid 
Td: UK 44 (Oil 732 463014 
Fax: UK 44 (Oil 732 46301 5 
c-mail: train ingg'lyw ood-david.co.uk 
LONDON 

FEBRUARY 23 & 34 

The 16th Annual FT New Media & 

Broadcasting Conference 

Speakers include: 

Mr Mark Booth. British Sky 

Broadcasting International Limited. Mr 

Richard Eyre, Independent Television 

Association. Mr Stewart Till. Polygram 

Filmed Entertainment. Ms Patricia 

Hodgson, BBC 

Enquiries: Sian Fancourt 

Tel: 0171 896 2626 

Fax: 0171 896 2696 

Email: sian ftgrpearson-pro.com 

LONDON 

FEBRUARY 23-26 
Corporate Credit Analysis 
For Lending Officers. Credit Analysts. 
Risks Managers. Bank inspectors. 
Internal Auditors St Credit Managers. 

• Environmental Analysis * Window 
dressing techniques • Management 
Assessment • Financial Analysis • 
Cash Flow Analysis ■ Facility Structure 

• Rating Agencies ■ How to Present 
Crcdiu* Problem Loans. 

njOOOO * VAT 4 days 
TFL TRAINING Tel: 0171-600-2123 
Fax: 0171-600-3751 
Email: Sota^lfl-lnhliigiltnMncanlt 
LONDON 

FEBRUARY 23-26 
Introduction to Trade Finance 
and Documentary Credits 

• Terms of Trade and Current Practice 

• Instruments of Trade Finance. Letters 
of Credit, Collections. Acceptances. 
Forfeiting • Shipping Documentation 

• Back-io-BacL Transferable. Revolving 
and Stand-by Leners of Credit • Risk 
Assessment. Risk Identification and 
Fraud Prevention 

4 DAYS £975 + VAT 
Contact: Birchm international pic 
TH: 017 1-628-41 1 2 Ru: 0171 -628-4 [ 13 
Email: birehin^'birchnLcom 

LONDON 

FEBRUARY 24 
Operations Guide to 
Compliance 

Financial Services Act • G30 
recommendations • Reporting 
Requirements * The Regulator and 
their sphere of operation • The 
London Code of Conduct - Money 
Laundering * International Co- 
operation & Organisation 
£375 VAT 1 day 

TFL TRAINING Tel: 0171-600-2123 
Fax: 0171-600-3751 

Email: SatelStn-tnkiiiiatloDmuo.tdt 
LONDON 

FEBRUARY 26 & 27 
Emerging Markets Project 
Finance Conference 

2 day conference addressing 
S5S billions in Multilateral 
Development Banking Contracts. 

World Bank ■ EBRD ■ (FC ■ MIGA • 
Exim-Bank ■ OPJC - TBA - US DOC 
■ Enterprise Funds.. 

TraJeWinds Resort - 
St Pete Beach. Florida 
Contact Bill Collins 
Tel/Fax: 1-813-572-8035 
www. ramitcdu/emariets/indesJttm 

USA 


MARCH 2 & 3 
FT Power in Asia 

Focusing on Asia's financial turmoil and 
its effect on the region's power sector 
reform programmes. Senior executives 
from The World Bank. The International 
Energy Agency. Ministry of Electric 
Power - China, National Energy Policy 
Office - Thailand. The Tokyo Electric 
Power Company Inc. will be among the 
speakers addressing this FT conference. 
Enquiries: Luchkfci Roberts. 

FT Conferences Tel: +44 171 8962120 
Rue 444 171 896 2696/2697 
Email: lutintht^pemoi-pnxcom 

LONDON 

MARCT3&4 

international Banking Systems 
The largest back office event of its Lind 

• 30 internationally recoprised speakers 

• 50 exhibiting companies • Discuss the 
future of ■UEmational banking - past EMU 

• Debate the future or FX clearing and 
MSricmem* Hear front bonks that have re- 
aig in eercd their back offices in the quest 
for straight thorough pro c es si ng • Gain an 
overview of the impact of tbs internet and 
intranet on international bunking • Take 
an in depth look at risk management 
ConUhTt Nick Nookcs 

Tel: 0181 948 5322 Rue 0181 948 6299 
LONDON 


MARCH 3-4 

The Added Value R nance 
Function 

Now that more basic functions are 
outsourced, this conference examines 
ways in which senior finance executives 
are increa s in gly focusing on higher value 
added, decision support activities to serve 
strategic buiness objaxives. 

Contact' Jane Mills 
Td: 0181 879 3355 
Fax: 0181 879 1 122 
En^'jttieJii3>9@taKiness-<mdligmoaauik 
LONDON 

MARCH 4 & 5 

Practical Investment Appraisal 

“a rrphasarg. a change in thtung-not-an 
ei xa tsir e nf ina ncmg of the projerf' 

FT Monday. January 26 
What exactly Is “lime value money"? 
What are NPV and IRR, where are the 
risks, and what about inflation? 

A two-day IChemE course explaining 
project appraisal for those concerned 
with the use of scarce finds. 

Details from: McLachlan+Trffin 
Tel: +44 131 2285526 
Fa*: 444 131 538 8806 
E-mail: mcipiust@>conqxuerrecain 

LONDON 


MARCH 5 ft 6 

The 4th Annual World Steel 

Conference 

Senior Executives from Robe Steel, Lai, 
U si nor, Arbed. Birmingham Steel 
Corporation, German Steel Federation. 
Trans- Worid (Steel) Limited, Menlsrussia 
and CSN Steel will address this 
FT Conference, organised with CRU 
International- 

Enquiries: Lucinda Roberts, 

FT Conferences Td: +44 171 896 2120 
Fax: +44 171 896 2696 
Email; ftct&pearaon-proucom 

LONDON 

MARCH 5-6 

Fundamentals of Swaps 

• Market History and Development 

• Swaps Market Players * Basic Swap 
Mechanics • Interest Rate Swaps 

• Currency Swaps • Swaps Maths 

• Practic a l Applications 
2 DAYS £795 + VAT 

Contact: Birchin International pic 
Ihl: 0171-628-41 12 
Fax: 0171-628-1113 
Email: birchin^birchioxom 

LONDON 


MARCH 12 

Financial Services and the 
Year 2000 

Best Practice tor Financial 
Institutions 

Organised with the support of the 
Financial Services Authority 
Detailed examination of best practice, . 
featuring major case * studies. 
Contributions from FSA. SFA, IMRO. 
PIA, BSC and FSC 
City & Financial 
1U: 01483 720 707 
Rue 01483 740603 

LONDON 

MARCH 12 

Investing In Gulf Stock 
Markets 

A one-day event to define the character 
and opportunities of the stock markers of 
Bahrain, Kuwait. Onxm. Qatar and SautS 
Arabia for stockbrokers, investment 
analysts, advisers, and all those active in 
the finanriaJ markets of the Middle East 
Contact MEED/MEEDMONEY 
Conferences 

TW: 017! 4706407/6200 - 
fwcOI71 4300337 
e-mail: michaell&meed.emapjca4ik 
Regents Part Forte Hotel. LONDON 
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MARCH 16 & 17 

FT Worid Pharmaceuticals 

Conference 

Confirmed speakers- at this major FT 
conference, arranged with Coopers & 
Lybrand, include Mr Ernesto BertandlL 
Ams-Serono, Dr William Bogie; M ed ey a 
PLC, Dr Peter Read. Hbeclut Marion 
Roussel Limited and Mr Edward R 
AotaBi Merck KOoA 

Contacc Sarah Gibb. FT Conferences 

1H: +44 171 8962839 
Fax: 444 171 8962696 
Emaib sarabg@pcaisoti-prtxoorn 

LONDON 

MARCH 17 
Fourth South Africa: 

Economy, Investment & Trade 
Conference 

Held in conjunction with the Sooth 
Africa Foundation, the Southern Africa 
Business Association and Fleming 
Martin, this conference features 
Government m iitt s t era. ■ delegation of 
SAF leaders, bankers, professional 
advisers and expen commanmon. 
Information: Forum Southern Africa 
Ibk 01225466744 
Rl<c 01225 442903 . 

LONDON 


1 World Class ReUfl/ag 

The 1998 Retail Week and - 
BRC Conference 

Meet the world feaders of retail 
at this unique Interactive event 
Debate arid share their " 
experiences and successes. 
Speakers Include: Terry Leahy - 
Tesco, Paul Charron - Liz 
CJalbome inc, Alan Giles - 
WatBfstones. Gavin Aidrod - New 
LOOK, and Rt Hon Jack Straw MP. 

Sponso ra: Kurt Salmon AsaoctelBS 
aid Cable AWIreiess 
Enquiries: PstriciaMtiaml 
1U: +44(18181 27753S3 
FtoC -»44(IQ181 2775350 
■n^:pata^7wdararvamn|xrauJc 


London 


Crass- Fertilisation of 
Perfonnance Measures 
between Public and 
Private Sectors 

Nafional Audit Offloe, London 

swi: - 

introduced l?y Sir John Bourn, - 
Comptroller and Auditor General. 
Speakers include: Robin Foster, 
Director of Strategy, BBC; David 
Roberts, Director of Rnarice, 
Meteorological Office;' ^ Kevin ' 
Bounds, Finance Director, . 
Nationwide Ute; Keith Luck, . 
Finance Director. Lewisham 
Borough Council. 

Rater Wafab or Hazel Wobb, 
FbmdstonforPeftormance 
MBaamment 
TdtOiei 541 1686 
Fax: 0181 5482105: 

London 


Wormuliuti II e.,nttl at the lim i t.f pruning rl tint tuntait the ntprernc fi.r thr htte.l JcUib. 

I'm mlcrciic-l thr (nrlhcmninf B*cnlv I'lcaic send me: 

- mf,re 'iifMimjln.il oUi.t lire Exh.Uitiom mtlicjled □ Sin E jpnr e Cvh.cnliun Sr Exhibition Calendar- 

Name- 

Title Ci'mpjni- 
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MARCH 22 -APRIL 4 

Retail and Wholesale Banking 

Seminar 

For dealere/bankert from ' the 
international markets. Residential 
seminar emphasising links between ' 
tcail banking and wholesale markets 
in cl dealing simulation and City 
educational visits. Full details on 
wtibthe http^/wwwjywoocMavieLcoajfc: 
Fully indushre price 
GBP 445040 + VAT ’ 

Lywood David tamiatiotiil Limited 
Booking by fex: UK 44 (011732483015 

LONDON 

MARCH 23-25 ; ; 

Evaluating Banks 

• Banking Supcrvisfon itid Rcguforim 

• Financial Infonnation ■ Key Ratios 
and Capital Adequacy • Political. 
Economic, Social and Technological 

. Risks '• Country. • Risk Exposure. 
Analysis - Emerging Markets •‘.The’ 
Role of Credit Rating Agencies 
3 DAYS £975+ VAT . . 

Coraacr. Birchin Imeinationsl pfe ' 

TcLDI 71 -ti28-4!l 2 ' 

Foe 0171-628-4113 
Email; MrchinQpbirciimxoni 

'■ LONDON 


MARCH 23-25 

Fixed Income Securities 

• Government Bond Matketa • Domenu; 
Maifaets • Eurobonds ■ Issuers. Investors 
and Intermediaries - Primary and 
Secondary Markets • Bond Trading 
Strategies* Bodging and Bond Derivatives 
3 DAYS £975 + VAT 
Contact: Bircftin Internatknti pic 
Tef:6l71-62S-4LI2 
Fax:0171-628-9113 
Eirsah bnuhiog'birchjnxom 

LONDON 

MARCH 23 -25 

Power Ink's International 

Private Generation Workshop 

InattadtOion tnth Mots MacDonald. 
Three day intensive course designed lo 
, provide participants with a detailed 
understanding of the content and 
. structure of the agreements tfwi undo I k: 
successful international power 
generation schemes. 

Sponsors: Drcsdocr Kicinwort Benson. 
Td: 44(011730 265095 

BRIGHTON 

MARCH 24^25 

GULF 98: Energy, Infrastructure 
& Financa in the MkMe East 

Hear senior. GulT ministers, top 
international business people and 
leading re p resentatives of international 
agencies give on update on economic 
trends and major investment plans in 
the region Over the next 10 years. 

Contact: Michael Lefente 
Tel: 0171 4706407/6200 
Fax: 01 7 1 430 0337 
e-mail: mkfiaeD<§i meetLetnjp.co.uk 
Tim Beach Hotel. ABU DHABI 

MARCH 24 -26 
European Banking & 

Financial Forum 1998 

Sixth annual conference in which Czech 
Primer Minister plus top internal innal 
pofiticians and bankm wffl disema idevma 
issues of tanking and financial seraor by far 
rw only in the &stcm Europe. 

Contact: EB&FF Center 
Tel: +4202 55 1481-5 
Fax: +4202 53 30 32 
email: e6fl@conKniua.cz 

PRAGUE 


The 3rd International 
Financial Fraud Convention 
Financial Fraud presents the moa 
serioos chatenge to the etrioifity of 
frandal Institutions and markets 
today. Timed u cotncfcta with the 
UK Presktency'aTG7 arid EU, 
9®tor executives tram 
multi national banks, IMF. Worid 
Bank. UN, FATF, EU. US Treaauiy, 
wifl comprehensively examine 
recent mitlaltves towards a global 
standaid of fraud prevention, the 
vuinwabiBy of institutions and 
markets, and strategies for asset 
cfscovery and recovery. Applicable 
for senior executives responsible 
for their organisation's compftance, 

supervision, and the protection of Its 
financial and operational integrity. 
Contact Trevor Gee 
Tfet +44 {0)171 419 1000 
Fax: +44 (0)171 419 1050 
&mal: krio@finandaHrautLcom 
hlfp-i/wwwJl nan r J. iff i j lud^nm 

■Fa a a. London 


MARCH 31 -APRIL 1 
Strategic Perfonnance 
Measurement 98 

Our 3rd annual performance 
management conference helps yoi 
pinpoint the correct balance ol 
measures, link them lo your strategic 
objectives and address the behaviours 
issue* that can prevent effective 
measurement. 

Contact: Jane Mills - 
Tel: 0181 879 3355 . 

Fax: 0181 879 1122 


LONDON 


APRIL 20 -JUNE 8 

FT-Qty Course 

.The FT-Qty Course, which takes place 
over eight weekly afternoon sessions, 
provides an excellent introduction lo the 
workings of the City of London as a 
major financial and trading centre. 
Authoritative speakers will Include: Mr 
Paul Q ex. LLi-Fk: Mr Clive Longhuna. 
Association of British Insurers. 
K'^^jons/Enqumes Sian fatmm. FT 
Conference s 

- Ibk (444) )7j 8962120 ■' ' 

Fax: (+44) 171 896269(^2697 
Email: sian^peatwo-piiccm . 

L '' LONDON 


Fm 


A FT OVUM EC 

Sinjjpi.rc T'liirnm Bujc.l. lit Flum. Cimmi',n H.'iue. IJfi-liH Rrsenl Street. Loadnn WIR 5FE. United Kiiicdum. 
Tel- in| 1I4-. Wit, F.i. (HF1| "Jt ;i»l. Inluiuet ailu: Ii»e../ inv .ucu HiM-iInc^pnicmn 
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- 

- 

- 

ECU LMrad Do 

- 





- 

- 

- 

week ago 

- 

45 

4; 

4J5 

4*fr 

- 

- 

- 

SDR Linked Ds 

- 

3:‘) 

3S 

33 


- 

- 

- 

w«k age 

- 

377 

3’» 

3‘i 

44 

- 

- 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 















Fob 6 

BFr.. 

DKr 

FFr 

DM 

k 

L 

-R 

NKr 

ES 

Pta 

SKr 

SR 

£ 

CS 

S 

Y 

Ecu 

Botgkin 

(BR) 

100 

18/16 

16X4 

4X45 

1.932 

4786 

5461 

7n?Q 

49SX 

41 OX 

21.B5 

3X11 

1X37 

3X56 

2701 

3332 

2458 

Denmark 

PKr) 

54.17 

10 

0797 

.2X24 

1.047 

2533 

2X58 

10X4 

268.7 

2224 

11.73 

2119 

0X87 

2089 

1483 

1809 

1X32 

Franca 

(FFt) 

61X8 

11X7 

10 

2X63 

1.190 

2947 

3.383 

1244 

3054 

Z52X 

13X3 

2409 

1.008 

2374 

1.664 

205.6 

1X14 

Germany 

(DM) 

.20X4 

3X10 

3X52 

1 

0389 

967.8 

1.127 

4.170 

.1024 

84.73 

4.470 

0X07 

0338 

0.796 

0558 

68X1 

0X07 

Ireland 

rc>. 

51.76 

BX55 

8X06 

2506 

1..: 

2477 

2X27 

1048 

256.7 

2125 

11X1 

2-025 

0.847 

1X96 

1X08 

172X 

1273 

tody 

(4 

2.089 

0X86 

0.339 

0.101 

0.040 

100 

aiw 

0422 

10X6 

8X77 

0452 

0X82 

0034 

0081 

0056 

8X78 

0051 

Netherlands 

0=0 

18X1 

3X81 

2X74 

0X87 

0X54 

8764 

1 

3.700 

90X3 

75.17 

3X08 

0716 

0.300 

0706 

0.495 

81.14 

0450 

Norway 

(NKr) 

49X0 

9.137 

a. 038 

2896 

0X56 

2389 

2703 

10 

245X 

2032 

1072 

1X36 

0X10 

1X08 

1.337 

1652 

1217 

Portugal 

(Ks) 

2a 16 

3.722 

3X74 

0X77 

n -tot) 

965X 

1.101 

4.074 

: 100 

82.76 

4X66 

0.789 

0X30 

0777 

0X45 

67X1 

0496 

Spain 

(Pta) 

24X6 

4X97 

3X56 

1.180 

0/471 

1166 

1X30 

4X22 

120.B 

. 100 

5X75 

0X53 

0399 

0.939 

0.6S8 

81X4 

0.599 

Sweden 

(SKr] 

46.1 B 

8X25 

7/499 

2237 

0X92 

2210 

2X22 

9X30 

229X 

1B9.6 

10 

1.806 

0756 

1.781 

1248 

1542 

1.135 

Swttzerfand 

(SR) 

25.57 

4.720 

4.152 

1X39 

0494 , 

1224 

1X96 

5. 165 

126X 

104X 

£536 

1 

0418 

0X88 

0691 

85X6 

0.629 

UK 

« 

61.10 

11X8 

□ am 

2X60 

1.180 

2924 

3X36 

1234 

fawn 

2508 

13X3 

2390 

1 

2356 

1.651 

204.0 

1.502 

Canada 

(CS) 

26X4 

4.788 

4X12 

1257 

OX01 

1241 

1416 

5X40 

128.6 

106X 

5X16 

1X14 

0425 

1 

0.701 

86.59 

0.638 

USA 

P) 

37X2 

6X34 

6X11 

1.783 - 

0.715 

1772 

2021 

7479 

183.6 

1520 

8X16 

1.44S 

0X06 

1.427 

T 

123.6 

0X10 

Japan 

(Y) 

29.95 

5X29 

4X64 

1.451 

0X79 

1433 

1.538 

•6.051 

148.6 

1220 

6486 

1.172 

0490 

1.155 

0X09 

100 

0.736 

Ecu 


40.68 

7X09 

8605 

1X71 

0.786 

1947 

2221 

2218 

201.7 

187X 

8X08 

1X81 

0X66 

1X68 

1X99 

135.8 

1 


Rwch Franc, Nometfin “ a il 8a a W "iir~~ i n d u lii i Foe, Yen; Escudo. Lfrm and Presto pm 100. 

(IMM) DM 125X00 per DM ~ 



Open 

Sett price 

Change 

High 

Low- 

Estuot 

Open InL 

Mar 

o'xei 2 

05836 

-0X07B 

0X614 

0X535 

31,794 

71X65 

Jun 

-0X616 

05583 

-00079 

0XG2Z 

0X564 

83 

3X77 

Sep 

- 

0X588 

-0.0079 

05665 

05596 

• 8 

1.628 

■ aWnsnUNCPUnmESOMM) SR 125X00 per SR 



Mar 

0X962 

0X876 

-OX0B2 

0X968 

06870 

13X31 

43X84 

Jun 

07024 

06051 

-00092 

07028 

06940 

45 ' 

1X38 

Sep 

- 

07022 

-00092 

V. “ . 


1 

1.123 

■ JAPANESE YM FUTURES (IMM) Yen 125m per Yen 100 




m- H I A ntR JMASte M Ora O M £31,250 fcanta per pound) 


Strike 

Price 

1X30 

1X40 

1X50 


Feb 
1X3 
’ 1.17 
068 


CALL8 

Mar 

262 

210 

1.63 


Apr 

3.15 

2X1 

220 


Feb 

0X0 

0.72 

125 


PUTS 

Mar 

144 

1X8 

2X3 


Apr 

2.16 

2X8 

3.14 


Ptwtoua da/a w)U CM 140 Pura 248 . Plev. dayta open int. CXa 2SXT0Pi4m 24.083 


Mar 

Jin 

Sep 


Mar 

Jun. 

S"P. 


Open Sett price Change High 
0X145 - 0X096 - -00047 0X145 0X068 28227 100X33 

0X206 0X198 -0X047 0X233 0X189 ' 215 

a 8280 0X299 -0X047 0X280 0X280 . * 3 

(MM) £62X00 per £ ■ - .1 ■ 

1X408 -00122 1X622 1:8384 4,156- 29X39 

1X332 -0X122 1X440 1X310 - - IB 1.442 


1XNV. Estvol Open klL ■ PIlAPEIPMA SB P-MARK/l OPTIONS DM62X00 (5 per DM) 


100X33 

2695 

.-Strike 

Price. 

Feb 

- CALLS - 
Mar 

Apr 

Feb 

- PUTS - 
Mar 

Apr 

522 

0545 

0X0 

129 

• 1X5 

0.11 

041 

p-fiB 


IUOI 

0X4 

098 

125 

. 025 

. 059 

0X1 


. 0555 

n?q 

071. 

0X8 

• 0.48 

0.83 

1X4 


1X522 

1.6360 


Prextoee dkyta. vet. Cam 8Z9 Mb 882 . Prev. day's opon tat, Cato &417 Pula 22X56 
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OTHER STATISTICS 


STOCK INDICES ' 

— 1937/98 -• Staee cgnp. 

MififtB3ftfr4ftfr3fttrgHtfr Urn Htgb Im 


Feb S Feb 5 Feb A Feb 3 Feb s 


-1997/98- S»na 
H@ ion K#l 


Low 


FTSE1D0 = 
TOE2S0 

FISE250BIT - 
Free 3so 
FTSESmKaii 
F15ESonKm«fr 
FIEEM-anre 


58297 5606.4 55852 5612X 55992 OB9J 50663 88M7 9869 

49704 48562 4935L8 48152 48764 C704 47882 49784 13794 

' 35 0647 49402 48962 49992 48083 48983 13763 

68 887 .mwi 28594 i** 11 * 24447 35464' 664X 

241023 240131 23832Z 238880 238426 9*10X1 2320.18 2410831363.79 
240052 23BI 23 238228 237542 Z37039 MB0J2 231819 MB72 1383.79 

12389X2285729 6122 


FI3E Redgtog 1307281303571236251298.17128651 130729 12B5.77 1346a 31.14 

FiSE Earrtop 100 2500X1 248625 2487.18 2493.14 348686250031 2236402500X1 2044.47 

FTSE Emacp 300 1082X1 1074.70 107422 107647 107528 1BBX1 97123188221 874X8 

FT 30 34522 34272 34132 3(142 34092 S«2X 3854 34522 494 

FT (to* SecsrAec 10284 10286 10279 103.02 103X2 100X2 1 0152 12740 4616 

FT (bad Steed 13759 137X9 137X5 13603 138X2 13927 135X5 18627 5053 

FTSE Brandies 1122.701123571088X31087551114X4112550 S29XB2D74X1 903X7 


.3f 


RIGHTS OFFERS 

Issue AmapTI Latest 

price prtd Renin. 1897/98 

p 19 dau ugh Low. 

Stock -. 

CJoetng 
price p *«r- 

520 Nl 13/2 56pm 

TBX hS 27/2 1 1 Zf>n 

pm pmnksn. 

41 1 2pm DewrartVsIey 
l^pm . Petite Energy 

41^2 pm 
l^yn . 

BANK RETURN 

BANKING DEPARTMENT 


Wednesday 
February 4. 1998 

- tncreese or 
decrease ter week 

LtoMMee 

Capital . . 

Put*: depoeto 

Bankers deposits 

Reserve and other accounts 


£ 

14.553X00 
1273204X89 . 
2838421.427, 
6X90144.173 

£ 

*75.330742 - 
-88204X98. 
*2063464,804 

Assets 

Government securMes 

Advance and other accounts 
FYemlaa. eqUpn»anf and other sac 
Notes 

Coin 

a 

10518X23289 

1289250743 
8X91,473X55 
451.146X54 
4X08.661 
• 143X56 . 

'*2052590850 . 

+145,000 
*2054X50.793 
-1,466.182 
-440464 
. +1.703 

ISSUE DEPARTMENT 


10,516.823269 

+2052590X50 

Notes in crtUadon 

Notes hi Banking Department 


22075.191X39 

4X08X61 

+122440.464 

-440464 



22080000000 . 

. +120000X00 

Assets 

Other Government securities 

Other Securities 


2X83486.569 - 
19X96X33431 

-7.417X00849 

+7X37X06X49 



22X80000000 

+120000X00 
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taaue Amt Mta. Close 

Jjrice pdd cap 1997/BS price 
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cov. ytd net 


- 974 934 Abbey Nat Ouldn B 974 

• 97 
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354 

’a 
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- F.P. 447 100 67 AtMone Eatons 
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otnar aymbota pieeee ratar to The London Share Service neeaa. 


FTSE GOLD MINES INDEX 


L£01 28 
-2 R3XS 2.1 


-15X 


45 66 
4X 12X 


Kcbg *if 

Fab dnea ■ditap Gold Bnat Ar P/E 
• 31/12197 88a Hraa yield 56 rate 


Ugh Lear 


BgtdUraa Max's 
• fleglaral badcei 

•Mca{M| 

Airttete (7) 

North America (12) 


H22J0 *6.1 32.10 190X0 248 


1220.95 *105 6X8 
1352X2 *169 684 
106653 +2X 19X9 


2610 

11X6 

81X4 


5X8 

258. 

1X0 


- 190749 881X3 

22X6 233136 921.78 

17X7 2124X2 33163 
3077 179066 864X6 
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BUSINESSES 
FOR SALE 


Ap peai a in the Financial Itawa evary 
Tteaday, Friday and Saturday. For 
farther MU aa ia t fa n, or to advertise in 
this section, piei 
Marion Weddertw ro on 
*4401718734874 
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LONDON MONEY RATES 

Feb 8 Over- 7 days 

night notice 


One 

month 


Three Six 
months months 


One 

year 


Interbank Smfng 7% - a 75» - ?** T‘l - ~h 7h - 7% 7*2 - 7h 7 l 2 
Staling CDs - - 7,5 - 7% 7*. - 7> : ?U - ,’*« 7jj 

Treasury BOS - - 7J* - 71* 7ft - 7,5 

Bank BUS - - 7^ 7ji - 7,5 7, T , - 7,* c 

Local authority depe. 7, 1 , - 7 7» 4 - 7lj 7^ - 7* 7j| - 7>l 7|4 - 7]1 7\ 
Dtscoum Market deps 7V ■ 7, 1 * 7,5 - 7i - 

UK fleering bank base laming rate 7*i per oenl tram Now 6. 1997 

Up to 11-3 3-6 6-9 

month month months 


7h 


7& 


Tb* FT intent*, to •*paac6 Uy, LjOc« FT London mlsbsrk Imrxj raw «tr, tno B8A Lcnton raw 
cn M-TWa A m comnum-, VKluU be cent 10 MarUn DOcon. RnancaJ Efllor. oi the FT. 

Uo rjte: err K> uw ocmtac Uonry Rcuo. USS CDi. ECU & OT la*ed Dunes iDh. 

EURO CURRENCY INTEREST RATES 

Feb 8 Short 7 days One TTaeo Six One 

term notice month months months year 
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German Mark 
Dutch Gu'KJO' 

French Franc 
Pcougueoe Esc. 

Spanish Peseta 
Sterling 
Smss Franc 
Canadian DoRar 4;j - 
LtS Dollar 
Italian Lira 
Japanese Yen 
Asian SSmg 

Short rerm rates are ca> lor the US, Dollar and Yen. ethers: two days' nonce. 
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Highs & Lows shown on a 52 week basis 
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Digital infotainment will 
be coming to a TV near 
you, with a little help 
from Rockwell 
Semiconductor Systems. 
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IDE TO THE WEEK 


MOIVDAY 




Intercontinental contact 


European and l wit in American 
governments enjoy a rare opportunity 
for close contact this week. First. 
European Union foreign ministers 
arrive today jii Costa Rica lor the 
annual San J.\$e mot-tin? with their 
counterparts from Central America. 
The two-day meeting is expected to 
cover trade issues. tariffs. peace and 
stability in the region, and moves 
towards Central American integration. 
When the meeting ends on Wednesday 
the spotii^bt moves to neighbouring 
Panama where the EU holds talks with 
foreign ministers from the Rio group, 
comprising Mexico. Panama and South 
American countries. 


Raising support 

US defence secretary William Cohen 
continues caispaiening to convince 
allies that Washington is planning a 
"substantial" strike against Iraq. 
Accompanied by the US commander in 
the re-non. Gen Anthony Zinni. be 
plans a sweep through sL\ Gulf nations 
in four days. Cohen stops first in 
Kuwait and Saudi Arabia, going later 
in Hie week to Bahrain. Qatar. Oman 
and the United Arab Emirates. 



US determination to bring Iraq into line on weapons inspection gains s t r ength as defence secretary WBfiam Cohen raffles Gulf affles 


Britain’s musical soiree 




d 


The UK music 
industry will 
“ head for 
Docklands in 
east London for 


in developing countries increase their 
output, and has loaned $5.6bn (£3.4bn) 
to nearly 500 projects. Kofi Annan. UN 
secretary -general, will speak at the 
opening ceremony which will also be 
attended, health permitting, by Pope 
John Paul. 


the Brits, its 


annual awards 
ceremony. The 
industry had a 
mixed year in 


1997. when domestic sales rose gently, 
but the financial rewards of the 
international success of UK rock ami 
pop stars, were eroded by the strong 
pound. The Verve, the Wigan rock 
band, is tipped to carry off a couple of 
awards for its Urban Hymns album. All 
Saints, the London girl group, is 
favourite in the best newcomer 
category. The evening will end when 
Fleetwood Mac. the vintage 1970s 
rockers, are given the Lifetime 
Achievement Award. 


Yeltsin goes to Rome 

Russian president Boris Yeltsin arrives 
in Italy for talks with Romano Prodi. 
the prime minister. He will visit the 
Vatican, where lie is expected to 
discuss the Russian state’s attitude to 
religion with Pope John Paul. A deal 
establishing a joint venture between 
between Fiat, the Italian motor group, 
and Russia's Gorkovsky Automobilny 
Zavod is also likely to be signed during 
Yeltsin's visit. 


Celebrating farm aid 

The United Nations' International 
Fund for Agricultural development 
marks Us 2Uth anniversary with a 
two-day meeting in Rome. The fund 
was set up to help small-scale farmers 1 


Prince’s progress 

The Prince of Wales visits Bhutan. 


claims the measure, aimed at bovine 
spongiform encephalopathy, or mad 
cow disease, is draconian and that 
consumers should be able to decide 
what they eat 


Holidays 

Malta. Sri Lanka, Japan. 


Trinidad test 

Cricket: Second Test, Queen’s Park 
Oval. Port of Spain, Trinidad; West 
Indies v England. Second unofficial 
Test, Matara; Sri Lanka A v England A. 


Tennis: 

Dubai Open: San Jose: Sybase Open 
men's tournament; St Petersburg: St 
Petersburg Open men’s tournament: 
Paris: Open Gaz de France women's 
tournament tall ending February 15). 


Heights of skill 

The Winter Olympics continue in 
Nagano. Japan. 


Holidays 

Lebanon. Albania. 


TUESDAY 


Bone of contention 

Conservative opposition members of 
parliament in Britain will stage a final 
attempt to stop the government 
banning the sale of beef on the bone 
when the measure is debated in the 
House of Commons. Michael Jack, the 
Conservatives' agriculture spokesman. 


FT survey 

Business Books (UK editions only), 
Madeira. 


WEDNESDAY 


Clean-up operation 

Officials from over 50 European 
countries meet in Budapest for three 
days to open negotiations on an 
international pact to raise water . 
quality and cut water-borne diseases. 
The United Nat ions -sponsored pact on 
the prevention, control and reduction 
of water-related disease is due for 
signature by environment and health 
ministers at a conference in London in 
1999. According to the UN Economic 
Commission for Europe, some 120m 
Europeans, most of them in former 
co mmunis t countries, do not have 
access to safe d rinking water and 
diseases such as typhoid fever are on 
the increase. 


Pushing the new deal 

David Blunkett. the UK government's 
education and employment secretary, 
launches a television advertising 
campaign to promote the New Deal 
welfare-to-work campaign. Mr Blunkett 
wants to ensure that all employers and 
job-seekers understand the aims of the 
I programme. 


Vietnamese arrivals 


Vietnamese vice-president Nguyen Thi 
Binh and foreign minister Nguyen 
Manh Cam arrive in Athens for a - - 
three-day visit 


Promoting Poland 

Polish president Aleksander 
Kwasniewski arrives in Tokyo where 
he is expected to meet Ryu taro 
Hashimoto, the prime minis ter, and 
other government nffimais and hold 
talks with business leaders to promote 
bilateral co-operation and the 
opportunities for Japanese investment 
in Poland. He will deliver a lecture on 
his country's emerging economy on 
Thursday. 


UN chief In Cairo 

UN secretary-general Kofi Annan visits 
Cairo. He leaves Egypt on Friday for 
Beirut where he wifi visit UN Interim 
Forces In Lebanon (Unifil) 
headquarters in south Lebanon shortly 
after arrival and then go on to a 
meeting with Lebanese parliamentary 
speaker Nabih Bern in the capital. 


Football 

England play Chile at Wembley, 


London and Republic of Ireland B take 
on Northern Ireland B at Tolka Park, 
Dublin. 


Going fgr a song 

The handwritten lyrics to Elton John's 
“Candle in the Wind 1997", the song he 
produced as a tribute to the late Diana. 
Princess of Wales, and the biggest-ever 
selling single, are to be auctioned by 
Christie's in Los Angeles. Bidding will 
be for three handwritten, annotated 


pages as well as the final typed version 
of the words signed, by lyricist Benue 
Taupin and John. Proceeds will go to 
the city’s Children's Hospital. 


Holidays 

Cameroon. Iran. Liberia. 


| tribunal against Hs «** 

! on bormone-rremed beef 
i disputes on the agenda include L-S 
complaints against -canantan finny 
subsidies ;md Irish copyright Liu;.. and 
a complaint by India over Turkey s 
curbs on imports of textile-’ and 
clothing. 


THURSDAY 


Scientists gather 



More than 5.000 
scientists and 
technologists 
are expected to 
converge on 
Philadelphia for 
the annual 
meeting of the 
The American 
Association for 
. the Advancement of Science <AAAS). 
Over the next six days, the meeting, 
which is the 150th anniversary of the - 
AAAS, will have symposia, lectures, 
seminars and poster presentations on 
topics in medicine, the environment, 
evolution, physics and social sciences. 
Subjects being discussed include new 
approaches to manag in g chronic pain, 
efficacy of sun screens, the science of 
chocolate and the future of forensic . 
DNA testing. 


EU-Lebanon talks 

The European Union's Middle East 
envoy Miguel Angel Mora tin os and 
Derek Plumbly, director of the Middle 
East and North Africa at the British 
foreign, office, visit Beirut for talks 
with Lebanese government officials. 


Chinese leader’s visit 

Chinese vice-premier Li Lanquing 
emb arks on a four-day visit to 
Denmark. 


Emu options 

Britain’s Centre for Economic Policy 
Research thmk tank holds a discussion 
In London on options for the future 
exchange rate policy of the Emu. 


Cricket 

Third one-day international, Napier 
New Zealand v Australia (day- night). 


Golf 

Durban: Alfred DunfuQ South African 
PGA; Waialae. Honolulu: United 
Airlines Hawaiian Open; Melbourne: 
Australian Masters (all ending 
February 15). 


Holidays 

Mexico. 


FRIDAY 


Trade battles ; 

The World Trade Organisation's 
dispute settlement body meets in 
Geneva to hear how the European 
Union intends to comply with a • 
judgment by the WTO's appeals 


Internal affairs 

European Union internal-market .. . 

ministers hold an informal three-day 
meeting in Cambridge. England. 


Royal inauguration 

Spain's King Juan Carlos and Queen 
Sofia inaugurate the Colonial Plaza of 
the centennial Expo Philipino in 
Pam pan ga, Philippines. 


Cricket 

Second Test. Trinidad and Tobago-. 
West Indies v England i to February 17?. 
Moratuwa: President's XI v England A 
(to Februarv 16). First Test, 
Johannesburg: South Africa v Pakistan 
(to February 17). 


FT survey 

UK pic awards. 


SATURDAY 


China defence move 

China's defence minister, Chi Haotian. 
is to visit Australia, New Zealand and 
Fiji on a tour of the Pacific region. 
Australia has billed Mr Chi's visit as a 
big step forward in its efforts to boost 
militar y links with China. He will be 
accompanied by three of the most 
senior military commanders of the 
People’s Liberation Army. China has 
expressed concerns in the past 16 
months over US moves to upgrade 
military links with Japan and 
Australia, and has embarked on a 
programme of high-level military 
exchanges with Australia. Mr Chi will 
hold talks with John Howard, the 
Australian prime minister, and foreign 
and defence ministers. 


Dutch treat 

Chinese prime minister U Peng visits 
the Netherlands for three days. 


Cricket 

Third Test, Trinidad and Tobago: West 
Indies v England. Third unofficial Test. 
Moratuwa: Sri Lanka A v England A. 
First Test, Johannesburg: South Africa 
v Pakistan. Fourth one-day ' 
international, Auckland: New Zealand 
v Australia. 


Fight night 

Boxing for the vacant European 
cruiserweight title, Terry Duns tan (UK) 
meets Alexander Gurov (Ukraine) ax 
the Elephant and Castle, London! 


FT survey 

UK pic awards. 


Compiled by, Roger Beale : 
Fax:(±44)(0)171 8733196. 


Other economic news 


Monday: UK factory gate 
inflation is thought fo have 
decelerated in January as 
industry's raw material costs 
continue to fall. Italy's trade 
surplus is forecast to have 
narrowed in November iEUi 
and December mon-EUi. 
Tuesday: UK retail price 
inflation is not expected to 
have changed much between 
December and January. Con- 
sumer confidence in France 
is thought to have fallen 
again last mouth. 
Wednesday: Annual con- 
sumer price inflation in Ger- 
many is likely to have eased 
again in January. UK unem- 
ployment should have con- 
tinuer) Tailing hy around 
25.000 a month in January, 
while earnings growth is 
thought to have been static 
in December. 

Thursday: US retail sales are 
expected to hate decelerated 
somewhat in January, but to 
have quickened in pace after 
excluding auto sales. Indus- 
trial production in Belgium 
should have revived in 
December after a weak 
November. 

Friday: A strong rise in 
French employment is fore- 
cast for the fourth quarter, 
judging from business sur- 
veys and jobless data. 


v' 

Statistics to be released this week 



Day 

Released Country 

Economic 

Statistic 

Merten 

Forecast 

Previous 

Actual 

o*y 

Released Country. ‘ 

Economic 

Statistic " • 

KMn': 
Foiecest " 

’Previous 
■"'Aohial *" 

Mon 

Italy 

Nov EU trade balance 

L0.5tn 

L0-9tn 

US 

Jan Atlanta Fed Index 


T.7 

Feb 9 

Maly 

Dec ex-EU trade balance 

L3.5tn 

L3.9tn 

US 

Ml - week ended Feb 2 

+Sl^bri , 

S6.4bn • 


UK 

Jan producer price mdex input" 

-0.6% 

-1.4% 

US ■ • 

M2 - week ended Feb 2 

+$0.03bn ; 

SOSbn 


UK 

Jan producer price index input** 

-9.0% 

•9.5% 

US ' 

M3 - week ended Feb 2 ' 

+$4.05bp 

$5J)bn 


UK 

Jan producer price index output’ 

0.2% 

0.4% 

us 

Jan monthly Ml 

-Si^bri' ; 

' ; : ''$4,5brr.V 


UK 

Jan producer price index output"’ 

1.0% 

1.0% 

US 

Jan monthly M2 , 

+S25.4brt." 

'.-S22.8bn.V.; 

Tues 

Japan 

Dec machinery erds ex eicty & ships" 

’ -10.0% 

-10.6% 

• US 

Jan monthly M3- >• - • 

^WMebn. : 

; $49.1 hrt-';- 

Fsb 10 

Japan 

Dec machinery orders ex elety & ships 

-2.7% 

-11.4% 

Fri Japan 

..Dec overall personal consumer expendt-2.6% /’ 

-2.1% 


UK 

Jan British Retail Consortium survey 


4.8% 

Feb 13 France 

Nov current account t 

FFrlljObn'. 

■ FFr30. 7fm’ 


UK 

Jan retail price index" 

-0.1% 

0.3% 

France 

Q4 non farm payroll pref 

0J3% 

0^%-.. ■; 


UK 

Jan retail price mdex’’ 

3.5% 

3.6% 

US 

Dec business inventories - - 

+02% 

04% ' 


UK 

Jan retail price nl* (e< mortgages)" 

2.7% 

2.7% 

US 

Feb kflchlgan Sentiment Prefiminary 

106.0 ' 

106.6 


US 

04 productivity prat 


4.1% 

US 

Jan export price index 

> , . 

--0.4% ’ ' 


US 

Dec vjhoteMl* inventories 


0.9% 

US 

Jan Import price Index . 


-0^% ’ 


US 

Dec wholesale sales 


-0.7% 

US 

Jan bank credit 


9.9% 


US 

Redbook Feb 7 


1.9% 

US 

Commercial & Industrial loans 


13-9% _ 

Weds 

UK 

Jan unemployment 

-25k 

-28.7k 

During Hie week... 




Feb it 

UK 

Dec average earnings 

4.75% 

4.75% 

Germany 

Jan final cost of Kving" west 


ai%’ ' 


UK 

Dec unit wages 3 month" 

5.3% 

2.9% 

Germany 

Jan final cost of living" west 

• - • 

1,7% 


Japan 

Dec current account (IMF. nott) 

Yl.Jtn 

Y823bn 

Germany 

Jan cost of Sving" pan Gennany 

0.1% " 

0.2% 


Japan 

Dec trade balance (IMF. notf) 


Yl.tMtn 

Germany 

Jan cost of living** pm Germany \ 

,1.4% 

i^% 

Thurs 

US 

Jan retail sales 

+0.3% 

0.7% 

Russia 

Jan consumer price index** 

1^% ■.■•7 ’ 


Feb 12 

US 

Jan retail sales ex -autos 

+0.5% 

0.2% 

Gennany 

Dec retail sales, real notf** 

-06% 

-5.0%^". 


US 

Initial claims Feb 7 

310k 

303k 

China . 

Jan trade batetce ; 


>S17Drn *■ . 


US 


State benefits Jan 31 


2233k 


"morth on montfv* , year on yaar. t seasonaflyadflBted 


Sawn, ccutesy Starefard floor* MMS. 


10 


ACROSS 

Customer's right estab- 
lished in court »fi> 

Survej the scene t*i 
Noisy protest that may fol- 
low joil-brt-nk oil 
Add to Hit* rash of escapes? 


no 


False idols lav shattered t-Si 
Slick unusually hard v.-ith 
twice initial efficacy "5> 
First ride on a new horse 

Ml 

Fast Waller treated for cat- 
aracts » to * 

Shrewd fielder in sticky leg 
trap HOl 

Flower goes to politician in 
ceremony (It 

Attorney to call for defi- 
ance (•>> 

Fondness for a swan-song 
(Si 

Uncooked, filleted and lean 
1-3 1 

Give notice i£t 

Floor covering, the kind 

printers used 

One of se\ en. suffering from 
coid nil 


DOWN 

1 He mingles with the crowd 
to get food (7) 

2 Lack oT will isn 

3 Thin pointed weapon ifii 

5 Seldom seen in wilder areas 
of the world M; 

6 Temporally dispense with 
the services of a Rugby- 
player i5.3) 

7 Run away to join up. per- 
haps t5l 

8 Is likely to fall for accoun- 
tants? f7i 

11 Graduate to cut amount 
left in bank account i7» 

1-1 Deserve to be cut off fT) 

17 Seem to enjoy swallowing n 
double <4.5* 

18 Catriona designed a gar- 
ment for outdoors (S) 

19 Fear led to new form of 
government ill 

21 Sent to a prison store 13.4) 

22 Conceal or publicly exhibit 
Hi) 

24 Pull together on an ash 
trw <5J 

26 Sea-bass f4» 



MONDAY PRIZE CROSSWORD 

No.9,602 Set by DANTE " 

A magnum of Laurent Perrier Ros£ champagne for the first correct 
solution opened. This prize Is available only to winners Eving In 
England. Scotland and Wales. Winners with overseas addresses win 
receive a stainless steel FT desk clock. Solutions by Thursday Fehruary 
19. marked Monday Crossword 9,602- on the envelope, to the Financial 
Times, 1 Southwark Bridge, London SEl 9HL. Solution on . Monday 
February 23. Please allow 28 days lor delivery of prises. 


Name., 


Address. 


Solution 9,580 


WINNERS 9.590: Ms L.A. Williams. Exeter, Devon; 
Elaine Kennedy. Dublin: B. and K. Stickings, Tiffield, 
Northants; M. Wells. Greenwich. Connecticut, USA. 
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